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i¥ Croats open key
north-south
bridge link
The Maslenica bridge linking northern and
southern Croatia was opened by Croatian president
Franjo Tudjman yesterday after delays forced
by Serb shelling. It replaced a bridge blown up
in Croat-Serb fighting in 1991. Although Croatia
and Serbia have agreed to demilitarise the bridge
.add consign it to UN control by the end of the
month, the opening could raise tension and spark
renewed hostilities between Serbs and Croats
Earlier report. Page Z

BT share sale: Strong institutional demand,
particularly from North America, means UK per-
sonal investors have been allocated fewer British
Telecom shares than in the UK government’s
previous sale. The price of the international offer
was set at 420p, 12p above BT’s 408p Friday dose,
page 7; Lex, Page l-i; who gets what. Page 16

FecPs view chief:
William McDonough,
59, a commercial banker
from Chicago, today
becomes president

• of the Federal Reserve
Bank of New York
and chief firefighter

for the US financial

system. Generally
sanguine about US
banks, he is cautiously

optimistic about the
economy and expects inflation to stabilise at
around 3 per cent for the rest of this year. Page 14

Microsoft of the US, the world's biggest computer
software company, may face a court order when
the results of a long-running antitrust investigation
of the company are considered by the US Federal
Trade Commission this week. Page 15

Floods spread in IIS Midwest: Rising
floodwaters road and rail links over a vast area
of the US Midwest Most recent estimates put
the flood damage at over $9bn and forecasters

are predicting yet more rain. Picture, Page 4

bikatha pulls out: Chief Mangosuthu Buthelezi’s
Inkatha Freedom party voted to boycott South
African democracy talks until it is guaranteed
a veto right on decisions about the country’s
future. Threat to talks. Page 4 •

Germany toughens stance on air access:
German transport minister Matthias Wissman
warned that his country might cancel a longstand-

ing air traffic pact with the US unless Washington
agreed to grant German carriers greater access

to US airports.

Aideed calls for Somafla rising: Fugitive

Somali warlord Mohamed Farah Aideed urged
his followers to riseup against the multinational

UN peacekeeping force in retaliation for US-led

bombings of his strongholds. Shift to diplomacy.

Page 6

European Monetary System: The currency
markets will be focused on the Danish krone
and the French franc. Both came under heavy
speculative pressure in the exchange rate mecha-
nism last week, with the krone replacing the

franc at the bottom of the currency grid. Despite

concerted central bank intervention the franc

and krone finished last week with ERM divergence

indicators of minus so percentage points and
minus 72 points respectively. ERM central banks

are expected to act when a currency has fallen

below minus 75 points. Krone’s problems, Page

14; Currencies, Page 25
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The chart shows the member currencies of the

exchange rate mechanism measured, against the

weakest currency in the EMS’s narrow 2.25 per

cent fhictuaticm band. In practice, currencies in

the narrow band cannot rise more than 2.25 per

cent from the weakest currency in that part of

the system. The Spanish peseta and Portuguese

escudo operate with 6per centfluctuation bands.

China reviews Investment rules: China

is considering new rules on foreign investment

that could mean higher taxes for foreign-funded

ventures but fewer restrictions on access to the

domestic mparket the official China Daily newspa-

per said.

Mexico’s government has sold two state-owned

television networks plus cinemas and other media

companies for $64lm to Grupo Radio Televisors

del Centro, a company formed by the owners

of electrical and white goods chain Grupo Elektra.

Shanghai Petrochemical, the largest of nine

state-owned Chinese companies to be listed in

Hong Kong, was only 1.77 times subscribed in

the colony. Two issuing houses subscribed for

half the shares. Page 15

Norman conquest: Australian gotfer Greg

Norman won the British Open golf championsmp

at Royal St George’s, southern England, with

a final round of 64. His aggregate total of 267

was a record for the competition. Britain s Nick

Faldo was second on 269.
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Miyazawa under pressure to quit as party is forced to negotiate coalition

Japanese
Liberal

Democrats
lose power
By Charles Leadbeater,

Robert Thomson and
Emrko Terazono in Tokyo

JAPAN'S Liberal Democratic
party yesterday lost its overall

parliamentary majority after
almost 40 years in government,
ushering in a period of political

instability without precedent
since the second world war.
The LDP will be able to keep a

hold on power only in coalition.

probably with one of the new
conservative parties which made
impressive gains at the expense
of the socialist opposition in yes-

terday’s snap general election.

Party leaders will start bar-

gaining today over the shape of a
coalition government, the core of

which could be formed either by
the LDP or an alliance of opposi-

tion parties.

Mr Kiichi Miyazawa. the prime
minister, was last night under
pressure from within his own
party to resign to take responsi-

bility for the setback and clear

the way for talks on a coalition.

The uncertainty of coalition

government will be a sharp con-
trast to the stability which has
been the hallmark of the LDP’s
rule since it was formed by a
merger of two conservative par-

ties in 1955.

The party, working hand in
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Final Japanese results
(seats In lower house)

od

Happy races: Tsntomo Hata (left). leader of the Japan Renewal party, paints an eye on a lucky doll to the
evident approval of party secretary-general Ichiro Ozawa following their election success

Liberal Democratic 223 227
Socialists 70 134
Japan Renewal 55 36
Komolto 51 45
Japan New 35 0
Democratic Sodaflst 15 13

Communists 15 16

Harbinger New 13 10
Socialist Dem Fed 4 4
Minor/others 30 12
Vacant seats na 15

TOTAL 511 512

glove with the Japanese business
community and the powerful
bureaucracy, has taken the coun-
try from widespread hunger and
homelessness after the war to

become one of the world's richest

economies. -
.

— • .

The LDP stayed in power by
keeping pace with the social

changes unleashed by Japan’s
economic growth, transforming
itself into a modernising catch-all

party of the right. The election

suggests the mantle of moderni-
sation has passed into new
hands.

Although the LDP emerged
from the elections as overwhelm-
ingly the largest party in the 511-

member lower house of the Diet
(parliament ), the balance of
power will be held by recently

formed reformist conservative
parties: the Japan New party,

launched a year ago, its ally the
New Harbinger party, and the
Japan Renewal party, formed by
a breakaway of 36 lower house
LDP members a month ago.

The Japan Renewal party, led

by Mr Tsutomu Hata. a former
finance minister, did better than
expected, winning 55 seats. The
Japan.New party won 35 seats In

its first general election. The
NHP, which is expected to merge

with the Japan New party, won
13 seats.

The LDP, in an impressive dis-

play of electoral durability based
on the strength of its local organ-

isation. won 223 seats, broadly
maintaining its strength follow-

ing last month’s split in spite of

the prolonged recession and
recurring political scandals.
When the last parliament was
dissolved, the LDP had 227 MPs.
The main losers were the

Social Democratic party, the for-

mer Socialists - which prompted
the election by lodging a no-confi-

dence motion in the government
on June 18.

The SDP lost 64 of its 134 seats,

mainly in urban areas where
independent voters turned to the

new parties. Mr Akira Yama-
gishi, president of Rengo, Japan's
largest trade union organisation,

confirmed that the SDP's demise
may be terminal He said: “The
SDP will have little impact on

Japanese politics in the future."

Komeito, the dean government
party, increased its standing by
four seats to 49. while the other

centrist parties either maintained
or marginally increased their rep-

resentation. The turnout was a

record low of 67.2 per cent, sug-

gesting that many Japanese used
abstention to voice disatisfaction

with the LDP rather than turn to

the new parties.

Mr Gaishi HLraiwa. the chair-

man of the Keldanren, the
employers' federation, called for

the formation of a stable LDP
coalition, while other business
leaders welcomed the rise of the

new conservative groups to pro-

vide an alternative to the social-

ists and the LDP.
Mr Hata called for the new par-

ties to discuss a parliamentary

pact on the basis of their under-
lying agreement on policies, par-

ticularly towards electoral

reform.

Efim liquidation blocked by EC dispute
By Robert Graham in Rome and
Haig Slmonlan In M9an

A BITTER dispute between Italy

and the European Commission
over state subsidies is blocking
disbursement of L7,000bn ($4-4bn)

earmarked by the Italian govern-

ment to pay banks and suppliers

owed money by Efim, the state

industrial holding placed in liqui-

dation last July.

Italian officials maintain that if

the matter is not resolved

quickly, the liquidation process

risks being undermined and the

cost of the operation increased.

Already the eventual cost of

liquidating Efim, with outstand-

ing debts of Ll8,000bn, is expec-

ted to be as much as L17,000bn.

Representatives of foreign

THE UNDOING OF EFIM Page 2
Liquidation exposes Italian

economic fault lines

Rome plots survival course
for defence industry

banks, seeking to recover princi-

pal and interest on L3,500bn,
were told bluntly last week at a
meeting in Rome with the Trea-

sury: “Don't blame us - blame
Brussels.'' The banks had sus-

pected the Treasury of using the

stance taken by Brussels as an
excuse not to pay, but they now
accept the deadlock is genuine.

The matter is all the more
embarrassing to the Italian gov-
ernment since the original liqui-

dation announcement was so

badly handled that it affected

Italy’s international credit rating.

The banks were not consulted in
advance and were initially led to

expect a two-year moratorium
with repayment at below market
rates of interest on what
amounted to sovereign debt
The Efim funds have been

blocked since April on the
grounds that they constitute a

form of unfair aid, albeit retro-

spective. to state-owned compa-
nies invoking articles 92 and 93 of

the Treaty of Rome. EC officials

insist it is a question of Italy con-
forming to the rules. The Italians

have countered by saying the- liq-

uidation process is precisely to

prevent the state from subsidis-

ing the Efim group of 120 compa-
nies any more. The Treasury also

maintains it has a legal obliga-

tion to honour the debts since

Efim has been recognised in

effect as sovereign risk.

The foreign banks meanwhile
are angry at the way Brussels is

telling them that, in lending to

Efim and its subsidiaries, they
should have checked more care-

fully whether the latter were
unfairly subsidised by the state.

Italian officials believe the liq-

uidation of Efim has been caught
up in the broader battle between
Italy and the EC- over state subsi-

dies to industry. Italy is cur-

rently refusing to accept the view
of Mr Karel Van Miert, the com-
petition commissioner, that writ-

ing off Ecu4bn ($4.5bn) of aid to

Ilva, the state steel producer,
amounts to state assistance.

Major
increases

pressure

over treaty
By David Owen in London

MR JOHN MAJOR, the UK prime
minister

,
yesterday refused to

countenance defeat in this week's
crucial parliamentary vote on the
Maastricht treaty’s social chapter
as he stepped up pressure on
opponents within his own Con-
servative party to fall into line.

Entering the most difficult

week of his premiership. Mr
Major repeatedly expressed incre-

dulity that any Conservative MP
would vote for proposals that lie

said would raise unemployment
and transfer “massive" powers
from the UK to Brussels.

“I don't believe - given the
nature of the social chapter -

that Conservative MPs. when
they consider what it means and
what it can do, are going to do
other than support the govern-

ment" Mr Major said.

Interviewed on BBC TV's On
The Record, the prime minister
was adamant Thursday's vote
was not about ratifying the
treaty or his own political future.

“Here is a free-standing debate
on the social chapter," he said,

four times sidestepping the sug-

gestion it would amount to a vote

of confidence in him.
But some opponents immedi-

ately rejected this position and
called for the government to

make it clear whether it intended
to ratify Maastricht with
Britain's social chapter opt-out
Intact irrespective of the outcome
of Thursday's vote.

“This is not at all about the
social chapter - it is about
whether or not the treaty pro-

ceeds,” said a Euro-sceptic, pre-

dicting that Mr Major would have
“a few tough weeks" -ahead of
him.

As senior ministers said pri-

vately it was "inconceivable" the

government would not ratify

Maastricht, the prime minister
dismissed as not “remotely
likely" suggestions his current
problems might trigger a leader-

ship challenge.

Mr Major admitted that recent
moves to seek a judicial review of

Maastricht in the High Court
might "inhibit" ratification -

“but that would be the only inhi-

bition".

Some Euro-sceptics were yes-

terday confident there are
enough Tory rebels to defeat the

Continued on Page 14

Pakistan to appoint interim

premier as Sharif steps down
By Fartian Bokhari In Islamabad

MR MOEEN Qureshi. a former

vice-president of the World Bank,

was last night expected to be

appointed as Pakistan's caretaker

premier after the army arranged

a deal which brought the resigna-

tion as prime minister of Mr
Nawaz Sharif.

Mr Sharif announced on televi-

sion last night that he would step

down, and President Ghulam
Ishaq Khan was expected to fol-

low suit.' The two have been

engaged in a power struggle for

the last six of Mr Sharifs 32

months in office. Elections for

the presidency and a new govern-

ment are planned by the autumn.

In an effort to ensure their

impartiality, the new prime min-

ister and other ministers in the

interim government were almost

certain to give commitments not

to contest the election, senior

government officials said.

Similar caretaker governments

are expected to be set up in

Pakistan’s four provinces, where

early elections would be held.

As well as his wide interna-

tional experience, Mr Qureshi,

has the advantage of having no
affiliation with any political

group in Pakistan, the officials

added.
Mr Qureshi’s World Bank cre-

dentials are considered a plus for

Pakistan's efforts to seek a $ibn

loan from the International Mon-
etary Fund under the extended
structural adjustment facility

this year. Islamabad is also due
to present its case to an annual

aid consortium meeting due to be

held in Paris in September.

A meeting scheduled in April

had to be cancelled after Mr
Sharif was dismissed from office

by Mr Khan, whose decision was
subsequently overturned by the

country’s supreme court

Mr Khan was expected to hand

over power to Mr Wasim Sajjad,

chairman of the senate.

The negotiations between Mr
Khan and Mr Sharif were
arranged by General Abdul Wah-
eed. the powerful army chief of

staff. Ms Benazir Bhutto, the

opposition leader, has already
agreed to the arrangements,
which meet her demand for fresh

elections.

Mr Sharif had sought to mend
fences with Ms Bhutto but was
apparently unwilling to concede
ground even on symbolic issues.

There was virtually no progress

on withdrawing the corruption
charges against Ms Bhutto, filed

when her government was
sacked in August 1990 and which
are unlikely ever to be proved in

court
During a recent meeting with

Mr Khan Ms Bhutto asked him to

use his constitutional powers to

dissolve the elected assemblies,

sack Mr Sharifs government and
call fresh elections.

The power struggle had created

economic uncertainty, with some
investment plans put on hold. In

his address last night Mr Sharif

accused his critics of seeking to

stop his efforts aimed at alleviat-

ing poverty and promoting eco-

nomic development.
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THE UNDOING OF EFIM

The government’s ability to handle its ambitious privatisation programme will be put to the test_

Liquidation exposes Italian economic fault lines
•A . . rra tho IQWVsF'fHn'

By Robert Graham in Rome

THE FAULTS and weaknesses

of the Italian economic system
have been exposed by the liquid

datlon of Rfim, the state indus-

trial holding, which will cost

taxpayers at least LX7,000bn

(£7.2bn).

A year after a harried deci-

sion was taken by the then
government of Prof Giuliano

Amato to place the chronic
lossmaker in voluntary liquida-

tion, Efim is still very much
alive - rather than half dead
as it should be by now.
The first asset disposal of the

holding's 120 companies Is due
to be concluded this week with
the L210bn sale of Siv, the

giassmaker. But the liquida-

tion process is unlikely to meet
the ambitious two-year dead-

line of July 1994.

This is not surprising since
Efim

,
with LlS.OOObn in out-

standing debt and the liveli-

hood of 37,000 employees at

stake, constitutes the biggest

voluntary liquidation In post-

war Europe. Efim’s odd assort-

ment of activities range from
aluminium smelting, arma-
ments and helicopters to man-
ufacturing mass transit

systems, owning health spas
and construction.

The sheer size and diversity

of the group has complicated

the operation. But despite the

difficulties, the Italian authori-

ties need to complete the liqui-

dation successfully to offer

convincing proof of efficient

administration and a genuine
desire to curb the dominant
role of the state. Failure to do
so will reflect on their ability

to handle smoothly the ambi-

tious privatisation programme,
as many of the problems
encountered are similar.

Among the more significant

factors that have slowed and
complicated Efim’s liquidation

are:

• A crowded government
agenda: the Amato govern-

ment and its successor, headed
by Ur Carlo Azeglio Ciampi,

have had their hands full first

with a currency crisis, and
then tackling the public sector

deficit against a background of.

collapsing traditional parties.

• Nationwide corruption
scandals: five Efim companies
are implicated in kickback
Investigations, the most seri-

ous being Agusta, the loss-

making helicopter group, and
Efim’s finance subsidiary,
Nuova Safim.

• Bureaucracy: three minis-
tries have been involved (Trea-

sury, Industry, and State

Shareholdings), paperwork has
been complex and liquidators

have been hampered by the
government as shareholder dic-

tating policy via inflexible

decrees, only alterable by fresh

decrees. There have been four.

• Recession: the sharp decline

in industrial activity, espe-

cially in defence, has caused
constant adjustments in the
liquidation plans, while rising

unemployment lias increased
the social pressure to curb the

level of job losses. Up to 40 per

cent of Efim’s workforce is

regarded as surplus.

• Inexperience: liquidation
has been an Infrequent instru-

ment, and Italy lacks both the

juridical tools and the techni-

cal expertise.

An additional factor has
been the comportment of Mr
Alberto Predieri, the 72-year-

old liquidator and a leading

bankruptcy lawyer and former
Olivetti board member. To the

dismay of creditors, he has

retained his consultancy in

Florence, been difficult to con-

tact and delegated extensively.

As a result, those affected by
the Efim liquidation are exas-

perated and angry. “The liqui-

dation of Efim is the greatest

fraud ever perpetrated by a
government in Europe,” says

Mr Glustino Bello, who acts as

coordinator for 400 small and
medium-sized Italian and for-

eign creditor companies owed
more than IAQObn.

“We are dealing with a state

holding which a year after

befog put into liquidation has
not paid a single small credi-

tor, at least 30 of whom risk

going under as a result,” he
claims.

The supplier creditors, owed

L4,000bn, should have begun to

be paid in early April. Last

week the Ciampi government

promised 30 per cent would be

paid “rapidly". The small sup-

pliers, lacking in muscle,

remain sceptical and have ini-

tiated in Turin a court action

to finpiign the Rfim liquidation

decree, converted into law on
February 17, as unconstitu-

tional. They have also

suggested that they be paid in

the form of tax credits, dis-

counts on VAT and relief on
social security payments.

The hanks, owed L8^00bn,
are in no better a position. The
Amato government badly dam-
aged Italy's international credi-

bility by failing to consult for-

eign or local banks in advance

of the liquidation and by seek-

ing to impose a two-year mora-

torium on what the banks

assumed to be sovereign debt

lodged with Efim and its sub-

sidiaries. “The handling of this

was the greatest error of my
government,” Prof Amato
freely admits.

After a sales of acrimonious

encounters, the foreign bank
creditors owed L3,500bn have

obtained satisfaction on the

terms of payment. But they

have received no
_

money
because of the controlling veto

of Brussels.

The closure, rationalisation
md sale of the holding’s com-

panies was initially thought

likely to cost Ll0,000bn-

Ll2,000bn. However, the bur-

den win be much greater, with,

interest charges at 13 per cent,

the need fra- fresh capital to

sustain viable company
operations and the cost of

shedding labour and almost

certainly maintaining some
companies beyond the pro-

grammed two-year liquidation

timetable.

The Ciampi government is

befog obliged to allow some
L4,000bn in 1994, according to

ftina* familiar with the liquida-

tion process. They also say if

all debts are to be honoured

the ultimate cost could exceed

Ll7,000bn, a figure that
includes the offsetting jnwtra^

from asset sales.

Given that so much public

money is involved, remarkably

Disposal may signal revival of
fortunes for large glassmaker
By Haig Sknonian In MDan

PELB3NGTON, the UK glass group, and
Techhit, the Italian-Argentine industrial

concern, are this week expected to sign a
contract to buy Siv, Italy's loesmakfog
glass producer. The deal marks the first

big disposal in the year-long liquidation

of Efim, formerly Italy’s third-biggest
state holding company.
Pilkington and Techint, advised by

Schraders, the UK merchant bank, are
paying L2I0bn (£88-9m) for Siv, which
lost L6lbn before tax last year. The price
represents a substantial discount on the
company's net asset value of about
L300bn. However, the purchasers are tak-

ing on L250bn in debt
Buying joint control of Siv will boost

Pilkington’s geographic and product
range and narrow the gap with France's

Saint Gobafo, Europe’s market leader in

glass.

The Italian company is the biggest

European producer of car glass, where
PUkfogton is relatively weak. The acquisi-

tion will also raise Pflktogton's profile in

Italy and Spain. Siv has two float glass

lines and two car glass plants in Italy,

and a third car glass operation in Spain.

The company, which had sales of L670bn
last year, has about 4,000 employees.

Its earnings have been hit by chronic

overstaffing and the downturn in the
European automotive sector. Talks on the
sale were complicated by the need for

agreement on redundancies at Siv plants,

concentrated in the high-unemployment
area of southern Abrnzzo.

The deal involves 430 job losses, fewer
than half those originally sought, accord-

ing to Italian press reports. However, fur-

ther job cuts are virtually certain over the

long term.
The purchasers are expected to invest

about LlOObn in the next three years.

PUkfogton joined forces with Tecbint,

which specialises in steel and which has
plants in Italy and Latin America, to

improve its chances in the bidding pro-

cess. In the end, however, the two part-

ners were the only bidders. Tecblnt is

cash-rich and has already participated in

a number of Latin American privatisa-

tions. It, too, has been keen to raise its

Italian exposure.
Combined ownership may provide the

boost needed to turn Siv around. While
Pilkington has great expertise in glass-

making, it has little management experi-

ence in Italy. Techfot is a stranger to

glass, but has considerable management
knowhow in the complex Italian market

few questions have been asked

about how the group was

allowed to get itselfinto such a

mess. The ample answer may

be that Rfim had been long

regarded as a dustbin into

which lossmaking industries

were tipped and kept alive to

promote political patronage

with lavish use of stole fluids.

gfTm was an emhlem of the

politico-economic system that

embedded itself in Italy from

the 1950s. Created in 1962 as an
industrial hospital aimed pri-

marily to sustain companies

committed to expanding in the

Mezzogiomo. Eton was loosely

managed and politically

manipulated from the outset.

As part of a political deal,

TCfim was allowed to be a

Socialist fief, while HU, the

larger public holding, was in

the bands of the Christian

Democrats. Thus at the time of

liquidation Mr Gaetano Man-
wni, cousin of the most power-

ful Socialist politician in the

south, was and his

deputy was Mr Mauro Leone, a
nhrigtifiTi Democrat and son of

a former president of the

Republic. Mr Leone was
arrested in March on charges

of fraud in connection with the

running of Nuova Saflm-

Breaking the political hold

on Rfim and reshaping the

entire role of the public sector

in the economy was Prof
Amato’s prime objective in
liquidating the holding. Indeed,

as a Socialist linked to the

then leader, Mr Bettino Craxi,

he saw getting rid of Efim as a
demonstration of his own
impartiality and concrete proof

that the state was set to reduce

its interventionist role in
industry and would no longer

underwrite lossmaking busi-

nesses.

Crisis-hardened

bankers tested

by Efim hurdles

Throughout the 1980s Efllu’s

ffomofls deteriorated, weighed
down by losses in the alumin-

ium industry (Alumix

recounted for almost half the

1991 loss of LL,176hn) and the

increasing crisis in the defence

industry. But all the bust-

nesses were sustained by an

miquestuming belief from

pliers, creditors and managers

that the state was behind Effcn.

"We thought it was
gilt-edged dealing with Agusta:

it was military helicopters,

Euro-defence state-owned,"

observed one disillusioned

British supplier.

When it was placed m liqui-

dation Efim was losing LS7 for

every L100 of turnover, and of

the 120 companies only 33 woe
in profit. Mr Predieri com-

mented recently: “AH the oth-

ers were running at a loss,

many for years, despite

attempts to massage their bal-

ance sheets to obscure losses.”

As liquidator Mr Predieri has

had to follow awkward twin

paths of trying to s&tisty credi-

tors and guarantee the sur-

vival of those companies con-

sidered viable. Efim has some
good assets like Efim Fenovi-

arie, the mass transit manufac-

turer. But the danger through-

out has been to avoid the state

befog saddled with a rump of

lossmakers that are seen as

necessary to maintain, either

because of their regional
importance (like aluminium
smelting in Sardinia) or
because of their “strategic”

nature, as with, the seven

defence companies.
This danger, plus job losses,

will be the main issue in the

coming months - provided
creditors start getting paid

soon and the dispute with the

EC is resolved.

Dismantling Italy’s lossmakmg industrial giant.

Efim, 1991 [ Sates I4548bn Employees 37,000 Loss L1,177bn I .
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By Haig Simonian

BANKERS in Italy have this

decade grown accustomed to
an annual crisis.

First came the collapse of the

Federconsorzi farm services

group in 1991, then the liquida-

tion of Efim last year. This
year has brought new troubles

with the rescue of Ferruzzi,

Italy’s second-biggest private

company.
The involvement of the same

big banks at the top of the
creditors' list means the need
to find fast, transparent solu-

tions has become crucial to

prevent embarrassing loan
write-offs and lower profits.

Efim has proved easily the

most complicated and, so far,

frustrating of the three crises

for bankers. Even by Italian

standards, progress has been
painfully slow, information
uncommonly Inadequate and
the number of conflicting inter-

ests unusually complicated.

Tm Just about to write the

fifth, sixth or seventh letter to

the prime minister calling for

urgent action.” says Mr Guido
Rosa, chairman of the Foreign
Banks’ Association in Italy and
head of the local unit of

France's Soci6t£ Gfoterale.

Mr Rosa, a veteran of Feder-

consorzi and now tied up in

the Ferruzzi saga, has lost

count of the letters he has sent

on behalf of foreign bankers.
Foreign banks account for

about L3,500bn (£1.47bn) of

Efim's L8,800bn exposure to
financial institutions.

“The problem is communica-
tion," he says.

The bankers’ first gripe is

with Mr Alberto Predieri, one
of Italy's most experienced liq-

uidation lawyers and the spe-

cial administrator put in to run
Efim last year. Complaints
range from allegedly excessive

absences from the office to dis-

approval of his methods;
“eccentric” is one of the more
polite words used.

The European Commission
runs Mr Predieri a close sec-

ond. Its decision to block plans

to repay creditor banks, on the

grounds that the Italian gov-

ernment’s proposal represents

unfair state aid, places Brus-

sels high In bankers’ unpopu-
larity stakes.

Bankers have also been
enraged by a second strand in

‘I’m about to

write the

fifth, sixth or
seventh letter

calling for

urgent action’

the Commission's argument;
that they should have first

asked themselves whether

Efim was the recipient of ille-

gal state aid before agreeing to

lend it money. As some point

out, opining on the legality of
state funding is something the

Commission should have done
years ago, not the banks.

Italian Treasury officials are

not free of criticism. Although
relations between bank credi-

tors - particularly foreign
banks - and the Treasury have
improved since confrontations

last September, the climate
remains unsettled. A three-

hour meeting this month of

about 120 bank creditors in

London rekindled the idea of

ostracising Italian borrowers
in the international financial

markets if matters are not set-

tled soon.

It takes little provocation for

bankers to recall the extraordi-

nary confusion - virtually

unprecedented for an advanced
industrial country - last

August and September when
the Treasury issued three
decrees within weeks, all of
which left open more questions
than they answered.
The first decree was the big-

gest bombshell: it implied cred-

itors would only receive 80 per
cent of the face value of then-

loans. Once over the shock,
banks attacked the proposal as
a “unilateral rescheduling”,
unimaginable from a member
of the Group of Seven industri-

alised countries.

The Treasury could not have
chosen a worse moment to

antagonise the financial com-
munity. given the storm that
was about to break in the for-

eign exchange markets. The
decree provoked a stream of
adverse publicity - some
papers compared Italy to a
banana republic - just when
the authorities most needed
the support and confidence of
financial markets to keep the
lira stable.

Although the government
eventually climbed down and
agreed to honour all the debts
owed by Efim and its wholly-
owned subsidiaries, differences

were only partly resolved.

The next decree antagonised
bankers further by setting the
interest rates on the special
bonds to cover Efim's borrow-
ings at about half correspond-

ing market rates.

The decision renewed threats
to blackball Italian borrowers.
It also signalled a tense period
in which bankers considered
using a legal technicality to

put into default loans by some
Italian state-owned groups
being transformed into joint
stock companies.
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Relations between the gov-
ernment and the banks have
thawed since, partly because of
a greater willingness by Trea-
sury officials to meet the
banks. However, many foreign

bankers are bitter over what
they view as unprofessional
conduct by the authorities. The
severest criticism is levelled

against the lack of detail about
Treasury plans to repay lend-

ers and delays in supplying
information.

One foreign banker says
some, who “knew Italy and
understood the mentality”,
tried to explain it was unrea-
sonable to expect anything bet-

ter. “We recommended
patience, as these things tend
to sort themselves oat in Italy

in the end. But try explaining

that to a Japanese or US bank
which has no first-hand know-
ledge of Italian business.”
The 111 will explains why,

even today, some bankers
believe Rome is using the
European Commission’s oppo-
sition to repayment as an
excuse to avoid compensating
creditors. Mr Rosa thinks such
a view is far-fetched, as the
Treasury has already allocated
funds for repayment and the
total bill is mounting as
accrued interest builds up. But
some banters are scepticaL

‘The Treasury promised that
repayments would start by the
end of ApriL Then the Commis-
sion stepped in and everything

came to a standstill. Now Trea-

sury officials say matters are
outside their control,.while the
situation in Brussels is confus-
ing at best,” says the head of
one European bank in Milan
Once the Commission's block

is lifted, bank creditors will

still have a string of grumbles.
Foremost is that repayment
should be extended to Efim
subsidiaries which are less
than 100 per cent owned by the
parent company. The list

includes important operations
such as the Breda Costrurioni
Ferroviarie railway equipment
unit
Bankers are also confused

about how they will be repaid.
Originally, the Treasury
announced plans to issue spe-
cial bonds, denominated in

either lire or Ecus. This year,
however, the Treasury’s bor-
rowing arm was cleared to
embark on an international
borrowing programme to raise
funds to pay back creditors -
implying that repayment
would come in rash,

“Ifs totally unclear. No one
understands anything about
this," says Mr Rosa.
Mr Predieri also has a bone

to pick with some of Efim's
bankers. Some have decided
unilaterally to temiinate swap
deals - which are complicated
financial transactions based on
arbitraging interest rates or
currencies - for Rfim smA its
subsidiaries.

The swaps, linked to foreign
currency loans by the group.

were terminated before thefr

official maturity on the
grounds of Efim's finangfa) cri-
sis. However, aborting the
deals has raised the group’s
debts yet further in lira terms
because of the currency's
devaluation since the swaps
were signed.

The banks are likely to be
repaid eventually and some
lessons are likely to be learnt
along the way. But many bank-
ers may by then be worrying
about the next Italian, crisis.

Rome plots survival course for defence industry
Finmeccanica is the key rescue vehicle, writes Robert Graham

ITALY’S defence industry is befog
slimmed down and reorganised as a
result of Efim's liquidation, leaving
the state with a strong centrally-con-

trolled state in the business.
Closure or sale to foreign buyers

of Efim's seven defence companies
would mean a drastic cut in Italy's

indigenous armaments and aero-
space production capacity. Efim’s
Oto Melara. Breda Meccanica, Offi-

cina Galileo and SMA, together with

the three companies in the Agusta
group, produce items ranging from
missiles

, naval artillery, light arma-
ments and armoured vehicles to heli-

copters, jet trainers and radar appli-

ances.

The combined annual turnover of
L2,l00bn (£889m) is equivalent
to almost half the nation's

current annual defence procurement
budget.
Equally, with Efim's defence com-

panies accounting for a third of the
holding’s workforce and nearly 20
per cent of accumulated losses, the
hiving off of this activity has been
an essential step in the liquidation

process.

From the outset the previous gov-
ernment of Prof Giuliano Amato
decided to ensure the survival of
Efim's defence interests. The current
administration of Mr Carlo Azeglio
Ciampi has not altered this policy.

The path chosen has been to

merge these defence interests with
Finmeccanica, the high-technology

and main industrial arm of ERL the
principal state holding company.
Synergy exists, as Finmeccanica has
extensive defence interests centred
on aerospace through its Aienia sub-
sidiary, whose programmes indude
the new European fighter aircraft
But against a background of declin-

ing defence procurement at home
and abroad - plus the need to bal-

ance its own books and prepare for
an approach to the stock market to

raise capital - Finmeccanica
remains a wary partner.

The group stipulated it could only
assume Efim's defence portfolio if

there was no financial charge, jobs
were shed and plants rationalised.

and the government announced a
defence procurement programme
which guaranteed orders that in
turn provided Insurance for produc-

tion lines to survive.

In January a temporary solution
was agreed: to lease the companies
to Finmeccanica for six months, giv-

ing management but not financial

responsibility.

Last Wednesday, two weeks
behind schedule, the government
forced Finmeccanica’s hand, in effect

decreeing the takeover. Government
and Finmeccanica must now bargain
over the company's demand that a
minimum of L10,100bn is available

over the next decade in procurement

orders for these companies, and that
1,900 jobs are cut from the workforce
Of 11,729.

On this basis the Efim companies
could begin to show a profit by 1995.

However, big job losses, especially
where accompanied by plant clo-

sures, will be contested by the
unions, which have already won con-

siderable concessions in the case of

the restructuring of Finmeccanica’s
Aienia.

The key will be the future of
Agusta, which has good helicopter

technology in the EH101 venture
with Westland of the UK but which
lacks orders. It has also been poorly
managed and its financial position is

extremely weak, having lost
Ll,674bn between 1987 and 1991 and
recorded a further L858hn loss last
year - almost one lira for every lira
received in sales.
Agusta lias made the mistake of

accumulating excessive stocks that
totalled Ll,600bn at the time of
Efim's liquidation.

„
B wffl get about L400bn of the

Llr068bn earmarked by the liquida-
tors for the defence side of Efim. But
this will be insufficient, and the
company cannot afford to be fo a
weak financial position at a time of
fierce International competition in
the helicopter sector.

Hanging on the fate of Efim's
defence interests are also a mass of
pirate contractors who are the most
vulnerable creditors.
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Garofano
admits

NEWS: INTERNATIONAL

funding

ruling

party
By Robert Graham rn Rome

ME Giuseppe Garofano, the
former’ senior executive of the
troubled Ferrnzzi group, has
admitted ’ that Italy’s second
largest industrial empire was
illicitly funding the Christian
Democrat party.

The revelation emerged after
he had been interrogated by
Milan magistrates for more
than 13 hours over the week-
end.

The interrogations followed
an exceptionally swift deal
between Milan magistrates
and Swiss judicial authorities
following Mr Garofano’s arrest
at Geneva airport on Tuesday
after being on the run for six
months.

The return of Mr Garofano,
who stepped down as chair-
man of Montedison, Femrori's
chemicals group, in November
1992, promises to died light on
how the Ferrnzzi empire has
managed to accumulate debts
of L31,000bn (£13bn). The
debts plus heavy losses forced
a consortium of banks to step
In last month to salvage the
group.

Among Mr Garofano’s first

admissions was that L260m
,

had been paid to the Christian
Democrat party in Lombardy 1

from Ferrozzi-Montedlson
j

funds. Inst September, when
questioned by Milan magis-
trates, he had said this money
had come from his own
sources. It was on the charge
of having provided this sum in
illicit {uniting to the party that

his arrest warrant was issued.

Milan magistrates believe

the L250m represented only a
small part of wider illicit fund-

ing. For more than six months
the magistrates have been
examining the dealings behind
the reorganisation of the
rhemtcais industry and Mont-
edison's sale of its 40 per cent
stake in Enimont to ENI, the
state oil concern. Mr Garofano
is understood to know about
this transaction, as well as
others Involving Enimont
minority shareholders.

The magistrates we also
examining the circumstances
behind the unexpected
announcement last month of

an extra L35Qbn loss in Mont-
edison’s 1992 accounts after

the group had already
announced a Ll,2A4ba short-

fall for the year.

Mr Garofkno is due to be
questioned again tomorrow.
Meanwhile, Milan magistrates

have decided to keep holding

Mr Gabriele Cagliari, the for-

mer chairman of ENI, to con-

tinue their inquiries into the

Enimont affair and other mat-

ters.

Mr Cagliari has been in jail

since March 4 on charges iff

illicit financing of political

parties and falsifying

accounts.

Izetbegovic demands end to Serb advance on Sarajevo

Bosnia threatens to boycott talks
By Laura Sifter in Belgrade and
Frances WBtams in Geneva

Alija Izetbegovic: boycott

MR Alija Izetbegovic, the president
of Bosnia, yesterday said he would
boycott peace talks in Geneva if Serb
forces pressed forward with their
assault on Sarajevo.
Bosnian radio said Serb forces

breached defence lines in three
places on Mount Igman. an Impor-
tant Moslem stronghold. Fighting
was also reported in Hadzici, just
west of Sarajevo, where UN officials

spotted 16 Serb tanks last week.
The Serb advance is aimed at forc-

ing Mr Izetbegovic to accept the
republic's ethnic partition, which he
opposes as a legitimisation of “eth-
nic cleansing”.

In an interview with a Belgrade
newspaper. General Ratko Mladic,
Bosnian Serb commander, warned:

"It is up to Alija and those who
advise him to think what to do. I

have left Sarajevo to the end.”

Serbian and Croatian leaders,

meeting in Geneva at the weekend,
denied attempts to carve up Bosnia
between them and said their pro-

posal for a loose confederation of

three ethnic mini-states was the only
way to lasting peace.

In a statement after talks with
Lord Owen and Mr ThorvaJd Sto!ten-

berg, the international mediators for

former Yugoslavia, President Slobo-

dan Milosevic of Serbia and Presi-

dent Franjo Tudjman of Croatia said
speculation on a two-way division of

Bosnia was “unfounded'’.

The two presidents plan to return
to Geneva tomorrow or on Wednes-
day if the mediators succeed in con-
vening a new round of talks on a
confederal peace plan for Bosnia

involving all parties. The Bosnian
Serbs and Croats support the plan
and some members of the collective

Bosnian presidency have said they

are willing to discuss it

But Mr Izetbegovic at the weekend
reiterated that peace talks cannot
take place while Serb forces tighten

their stranglehold on Bosnian gov-

ernment targets. “We cannot go
there if offensive activities in Bosnia
continue, especially against Sara-
jevo." he said after talks with Mr
Vitaly Churkin, Russian President

Boris Yeltsin's peace envoy.
Mr Peter Kessler, spokesman for

the UN High Commissioner for Refu-
gees, yesterday accused local Croats
of “Inhumanity" and “sheer obstruc-

tionism”. He said relief operations

had “ground to a halt” after Croat
fighters were blocking convoys from
reaching about Lim refugees in cen-

tral Bosnia for the second day run-
nine-

Meanwhile, Croatian President
Franjo Tudjman yesterday formally

re-opened the strategic MasLenica
bridge, which joins northern Croatia
with its southern Dalmatian coast,

after Serb forces earlier in the day
had shelled the area.

Mr Tudjman called yesterday's
delayed opening a “great victory of

Croatian politics” and a “big step”
towards re-establishing Croatian
control over its territory. The tempo-
rary pontoon structure, spanning
the Maslenica canal, was due to

replace the bridge destroyed in the
1991 war.
Croatia on Saturday endorsed an

agreement, already backed by rebel

Serbs, to demilitarise the bridge and
place it under UN control by the end
of the month. Slobodan Milosevic: statement

New EC-compatible regulations brought into effect

Austrian retailers fiddle sell-by dates
Bonn threatens to

cancel air accord
By Ian Rodger in Vienna

AUSTRIA, the country that a
few years ago shocked the
world by lacing its wines with
anti-freeze (ethylene glycol)
has now taken to fiddling
sell-by dates on packaged
foods, especially meats.

It emerged last week that
Austrian food retailers rou-
tinely take packets of sausages
and sliced ham off their
shelves when they reach their

sell-by date and simply repack-
age them with a new sell-by

date.

Hie practice seems particu-

larly widespread in Tyrol, the
heart of Austria's alpine resort

region. Last September the

national food testing labora-
tory made some routine tests

of 29 specimens of packaged
meats from supermarkets there
and found that 20 were obvi-

ously older than the sell-by

date indicated.

thing of a health and fitness

fanatic himself, claims he
received the first indications of

trouble only in April, but did
not inform the public immedi-
ately because he wanted to

gather material for a proper

Austrian practice into line

with that in the European
Community has been passed
but the compulsory package
labelling rules were not to

come into force until the end of
next year. Meanwhile, tests

Processed meats repackaged by supermarkets

A further test in March
revealed similar results.

What happened as a result of
these tests is rather murky.
The food examiners «*iaim that

they alerted Mr Michael Aus-
serwinkler, the health minis-
ter. of the abuses as early as
October.

Mr Ausserwinkler. some-

prosecution.

The legal position is also
vague. The existing regula-
tions, dating from 1973, permit
repacking and redating foods,

provided that they are not rot-

ten. The practice of publishing

sell-by, consume-by recommen-
dations is only voluntary.

A new, tougher law. to bring

carried out in other areas of

the country revealed similar
abuses in Styria, Carinthia and
Vienna and implicated all the
main supermarket chains.

The Vienna tests of 148 sam-
ples revealed that 45 per cent
of packaged meats were either

rotten, dangerous to health or

bore false labelling.

Mr Ausserwinkler has
reacted by bringing the new
EC-compatible regulations into

effect immediately in respect of

meat products. He has rejected

calls for his resignation and
won a full endorsement from
Chancellor Franz Vranitzky on
Friday.

Data published that day.
however, indicated that the
abuse extends to fish, dairy
and bakery products.

Although the Austrian
media have shouted outrage
about the scandal, ordinary
Austrians seem phlegmatic
about it alL “No one has been
killed or become ill," one
Vienna businessman said with
a shrug.

MR Matthias Wissmann.
German transport minister,

said yesterday Bonn would
cancel a 1955 air agreement
with the US unless more access

was granted to German carri-

ers. writes Ariane Genillard in

Bonn.
Mr Wissmann called on the

US government to renew
efforts toward “a fairer agree-

ment”.
He said Germany would oth-

erwise cancel the existing
agreement by September 15.

Mr Wissmann said on Ger-

man television last night that

the 1955 air traffic agreement
“placed disadvantages on Ger-

man carriers”. He added that

Lufthansa, the loss-making
national carrier, was continu-

ing to lose money on
North Atlantic routes as a
result.

Washington and Bonn have
been in negotiations for more
than a year, without reaching
agreement, on a new air traffic

agreement to replace the exist-

ing one, which is widely per-

ceived in Germany as a relic of

the post-second world war
occupation.

Negotiations broke down ear-

lier this year and an interim

agreement is being used by
both countries. Mr Wissmann
said the interim agreement
would continue to be valid if

Germany went ahead with the
cancellation but that the US
would be forced to open new
talks

Virgin wins union

battle in France
By John Ridding in Paris

THE British-owned Virgin
megastores opened in France
yesterday, following another
victory in. their battle to trade;

on Sundays.
A Paris tribunal on Saturday

rejected a complaint by the

CGT, the French union organi-

sation. which demanded Vir-

gin’s Paris and provincial

stores be closed for the day
under the country’s 1906 Sun-

day trading law. Hie tribunal

said the complaint “could not

be upheld in its current form”.

The dispute arose after the

government refused to renew a

one-year “derogation" which
had allowed Virgin to open its

megastores on Sunday.

Virgin Is appealing against

the derision.

There are signs that, faced

with rising unemployment, the

French government may have
sympathy with their cause. Mr
Michel Giraud, the employ-

ment minister, said last week
that he “was not hostile to an
eventual reopening on the con-

dition that it created jobs”.

Last Friday Mr Patrick Zel-

nick. tifo chief executiveof Vir-

gin France, sought to convince

the minister on this score,

presenting a five-year plan for

tiie training and recruitment of

about 1,000 people. Virgin says
that its Paris megastore
receives about 20 per cent of its

weekly sales cm Sunday and
that permission to trade on
that day would allow it to
maintain staff levels in Paris

and to open more stores in pro-

vincial cities.

The CGT, however, contin-

ues to resist Vbgin’s bid for

Sunday trading. Citing the sup-

port of the nation’s small shop-

keepers. the union’s Paris

branch has called for the pub-

lic authorities to “take all the

necessary actions to ensure
respect of the law".

multi-media

Shouldn't you

talk to

communication

P&P
about

it

Communications technology is moving on apace.

Facilities not long ago confined co the studio of

Tomorrow'sWorld arc now available co modern business.

Without leaving the desk, computer screens can

be shared and information exchanged over global

distances. It is even possible to videoconference using

a basic desktop computer.

These Facilities are not merely client impressing

gadgets, they wifi actually change the way companies

operate. No more racing senior executives up and

down the country, or flying them halfway around the

world. Of course, the real challenge is coming to terms

with this technology, which is why it is always usefiil to

talk to P&K
We have been at the forefront of multi-media

developments for some time.We understand IT.Wb have

a feel for IT. And we can utilise IT to the advantage of

any company.

One call to P&P. and you'll soon see what we arc

/ 1
. Am

r av • *> a.s- s>
;

t . : v

-n1,T

v*--

.

.Vv -v'
:

‘

&&& •

.
* *

.

•*

calking about. Travel. Discover how different we are. And how very much alike.

pl&|pl
Each country has its own games, pastimes that help describe the culture that created them. Realiz-

making
ithappen

ing that there *dre differences is important, of course. So is understanding this basic similarity; we all

play. The world is full of wonderful people to meet, places to go, opportunities to explore. Go.
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NEWS: INTERNATIONAL

aluminium
By John Lloyd In Moscow

TALKS in Moscow have failed

to resolve the growing the rift

between the European Commu-
nity and Russia over trade.

The EC appears likely to

restrict aluminium imports
from Russia and other former
Soviet states.

Such a move would choke off

a market which has produced a
flow of desperately needed
hard currency.

The opening of the western
European market to Russian

goods has been identified by
Russian President Boris Yelt-

sin as a key objective - but

one which the Community hns

so far denied him.

Russia's key contention,

underscored last week by Mr
Gyorgy Gahunia, deputy minis-

ter for foreign trade, is that

“we are no longer a command
economy - we are a market

economy. We want to be
treated by the Community as a

market economy - no better

than others, bnt no
worse."

However, for Mr Hugo Par-

men, the senior EC official in

charge of negotiations with the

Russians, “it is obvious they

are still a state trading

country. They still have the

remnants of a planned econ-

omy."

Russia has said it wishes to

become a member of the Gen-

eral Agreement on Tariffs and

Trade, which seeks to reduce

or eliminate tariff barriers

between members. Mr Yeltsin

has said he wants Russia to be

a member by the end of the

year - an unrealistic demand
of a body winch takes at least

two years to process an appli-

cation, but evidence of the Rus-

sian desire to get in quickly.

However, Russia has not yet

submitted the memorandum
necessary to begin the applica-

tion process.

Mr Gahunia says: “We have

one of the most open markets

in the world - we have tariffs

on practically nothing.”

He instances particular

restrictions against Russian
goods - such as low ceilings on

imports of cars into Spain and

Portugal, shoes into Spain, and

television sets and vodka into

France. Mr Pannen agrees

these restrictions exist but

says they are strictly disap-

proved of by the EC and “will

be removed”.

The most crucial commodity
is aluminium, though. Accord-

ing to EC figures, aluminium

exports from the Soviet Union

to the EC were running in 1989

at 147.000 tonnes while in 1992,

the former Soviet states

exported to the Community

529,000 tonnes (85 per cent of

which from Russia), an

increase of nearly 250 per cent

At the time, the EC alu-

minium market grew from

356m tonnes to 454m tonnes -

an increase of only 14 per cent

“Hie aluminium coming into

the EC is being sold at very

low prices,” said Mr Pannen.

“The European producers can-

not possibly compete with it"

He says that the Community

does not want to introduce ceil-

ings, but will be forced to do so

if the exports are not cut

Boycott threat

looms over

S Africa talks

Estonia brushes

off Russian vote

for autonomy

Mississippi floods bite into Big Mac

By Matthew Kaminski
in Vilnius

ESTONIA'S Russified
north-east comer, smarting
over the country’s language
and citizenship laws, at the

weekend voted heavily in

favour of regional autonomy.
Early results from Narva,

the industrial border town,
showed 975 per cent of voters

in favour of territorial auton-

omy within Estonia, the Rus-
sian Itar-Tass news agency
reported. Nearby Sillamae
counted 98.6 per cent.

But the weight of the result

may be diluted by the low
turnout, reported to be 54 per

cent in Narva.
The Estonian government

issued a statement claiming
that less than 50 per cent of

registered voters had partici-

pated in the referendum.
Under Russian law. and former
Soviet law, a turnout of less

than 50 per cent would make
the referendum invalid.

But the Estonian govern-
ment has anyway declared the

vote illegal, and vowed to pro-

tect its territorial integrity.

The referendum was called

after the Kgtnnian parliament

passed an aliens law which
many in the Russian minority
consider discriminatory. The
law was amended last weekend
to meet concerns voiced by the

Council of Europe and the Con-

ference on Security and
Co-operation in Europe, but
Russian leaders dismissed the

changes as cosmetic.

Mr Vladimir Chukhin. chair-

man of the Narva city council

and organiser of the referen-

dum, told Russian radio that

the vote would at least force

the Estonia government to

negotiate with the Russian
community, which accounts
for 600,000 of Estonia's 1.6m
people, over the aliens law.

The Russified region has
always been part of Estonia.

# Russia last week cut off oil

supplies to Belarus, the former

Soviet republic which has kept

close ties with Moscow, Lithua-

nia's state news agency. ELTA,
reported at the weekend. Bela-

rus owes Russia Rbs72bn,
despite a 50 per cent subsidy.

Belarus paid RbslObn on July

15. Natural gas supplies to the

three Baltic countries were cut

off last month, but pipelines

were opened once the states

paid their bilL
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By Patti WaWmeir in

Johannesburg

SOUTH Africa's constitutional

negotiations resume today

under the threat of withdrawal

by right-wing parties including

the white-supremacist Conser-

vative party and the mainly

Zulu Inkatha Freedom party.

Both the Conservative party

and Inkatha have said they

will boycott today's talks, in a

clear attempt to exert pressure

on remaining negotiators, who
are now drawing up an interim

constitution.

Both parties have said that

their participation in the talks

will be conditional on the

interim constitution: unless it

provides for self-determination

for Afrikaners, CP leader Ferdi

Hartzenberg has said his party

will permanently leave the

talks. Chief Mangosuthu
Buthelezi of Inkatha has
thrRfltenpri to launch a break-

away constitutional conven-

tion uniegg the draft constitu-

tion meets his demand for a

federal state.

Such brinkmanship is proba-

bly inevitable, as constitu-

tional negotiators reach the

crucial stage of considering the

draft of a new constitution for

the next five years. The draft is

being drawn up by a commit-

tee of legal experts and will be

submitted within weeks to the

multi-party negotiating forum.

Today’s talks are likely to be

largely technical

Inkatha walked out of the

forum a fortnight ago, after a

majority of parties fixed April

27 next year as the .date for

South Africa’s first multi-racial

'

elections. The Conservative

party only made clear its ded-- „

Son to boycott the talks test #
weekend. The two parties are

the leading members of the six:

member Concerned South Afri-

cans Group. Some other mem-

bers of the group are likely to

participate in today's talks.

Within the next few weeks,

Inkatha will have to decide

finally whether to participate

in, the talks, in which Inkatha

negotiators have already.

gained major concessions from

the government and the Afri-

can National Congress. They

fear that Inkatha could launch

a full-scale civil war in Natal

province, where political vio-

lence has claimed thousands of .

lives since 1984, unless it is (j£

accommodated at the talks.
.

But negotiators from the ANC
and government have become

increasing exasperated in

recent days as Chief Buthelezi

has appeared to reject these

concessions, and repeatedly

threatened to lead his own
breakaway convention. . .

Inkatha negotiators say
chances are good that their

party will return to talks even-

tually. But the Conservatives,

who demand a race-based state

where non-whites would have

inferior political rights, seem

far more Likely to withdraw

permanently. The other 25 par-

ties to the talks all support a

multi-racial state with equal

rights for all races, and are i

unlikely to accommodate the *
CP.

A McDonald’s billboard in West Quincy, Illinois, submerged at the weekend after the Mississippi River broke through a levee

protecting the only passible bridge along a 200-mile stretch of river from St Louis to Burlington, Iowa. Volunteers had struggled day

and night for six weeks to maintain a sandbag barrier that was keeping open the Bayview Bridge to Quincy. But on Friday night the

barrier gave way, and rushing water covered op to 14,000 acres including the entrance to the bridge.

Israel

warns of

Lebanon
retaliation
By Julian Ozanne In Jerusalem

ISRAEL yesterday issued a
clear and public warning it

would strike against Arab
guerrillas in southern Lebanon
in retaliation for recent attacks

which killed five Israeli sol-

diers.

“The Israel Defence Forces is

ready with reinforced troops to

defend the towns and residents

of the north. It will act against

those who hit its forces in the
security zone," Mr Yitzhak
Rabin, the prime minister,

said.

After a long cabinet discus-

sion Mr Rabin also admitted
that Israel had heavily
reinforced the large area it con-

trols inside Lebanon in the
past week.

Reports have suggested
Israel has sent up to 1,000

troops - including a mechan-
ised company - and 22 pieces

of large artillery to bolster its

existing force of 1,000 men and
a 3,000-strong Israeli financed

Lebanese militia in the zone.

Israeli airforce planes flew
across the Lebanese capital
Beirut yesterday and staged
mock raids over the south. The
fresh Israeli military activity

followed an attack on an
Israeli patrol in the zone on
Saturday, which left two sol-

diers wounded and a Lebanese
guerrilla dead.

Syria, blamed by Israel for

the upsurge of attacks, said
over the weekend any attack
against Lebanon was an attack

against Syria.

Clinton to dismiss FBI chief in perks row
By George Graham in

Washington

MR William Sessions'
six-month battle to hold on to

his job as director of the US
Federal Bureau of Investiga-

tion is expected to end this

week with his dismissal by
President Bill Clinton.

Mr Sessions, under fire since

a Justice Department investi-

gation in January accused him
of misusing FBI perks and per-

sonnel has so for refused to

resign, maintaining that all the

charges against him are
answerable.

But after a meeting on Satur-

day with Ms Janet Reno, the
attorney-general, it appeared
that if Mr Sessions would not
go gently. Mr Clinton was at

last prepared to dismiss him,

Mr Clinton on Friday met Mr
Louis Freeh, a federal Judge in

Manhattan and a leading can-
didate to head the FBL Mr

Freeh is a former FBI agent
and federal prosecutor.

The wrangle over Mr Ses-

sions' alleged ethical lapses
has obscured a more profound

struggle within the FBI and
the new director will have a
hard task reasserting control

over an agency which some
critics say has disintegrated

into a number of feuding fief-

doms and has foiled to grapple

with some of the US’s most
pressing crime problems.

One of Mr Sessions' demands
has been, that he should
remain in office until his suc-

cessor is confirmed by the Sen-
ate, thus denying the chance to

serve as acting director to a

deputy with whom he has been
at loggerheads.

Some White House officials

are sympathetic to Mr Ses-

sions' denial of the charges
against him, which include

personal use of government
cars and aircraft, and this may

explain why Mr Clinton has
been willing to wait so long to

allow him the chance for a
more or less graceful exit
Whatever the truth behind

the ethics charges, it has
become dear that Mr Sessions'

ability to serve as director has

been considerably impaired.

Mr Sessions, appointed by
President Reagan, is half way
through a 10-year term of
office, but can be dismissed by
the president

NEWS IN BRIEF

Liberian civil

war foes agree

peace settlement
WARRING factions in Liberia and the Interim Government of

National Unity announced at the weekend they had reached an
accord on ending the long and brutal civil war in the west
African state. Renter reports from Geneva.

Officials of the three main groupings involved in the conflict

said at the end of a week of negotiations that the accord would be

formally signed by their leaders in Cotonou, Benin, on July 24.

The groups said sticking points remained, but they were confi-

dent that.agreement could be reached on these over the coming
week.
According to a communique signed by the three groups, a

transitional government representing all the factions would be
set up and a United Nations-supervised ceasefire would go into

effect after next week’s Cotonou signing.

Zurich tries new fix for drugs problem» A Asian republic of Tatikistan at the weekend, where I

Ian Rodger reports on a Swiss initiative legalising the use of heroin

Z URICH has never been
known as a centre for

bargains, hut starting

next year a few selected heroin
addicts will be able to get their

fixes in the city legally for only

about SFT3 ($1-90) a time.

The offer Is part of the city

government’s latest initiative,

unveiled this week, for dealing

with its outsize and persistent

drug problem.

The initiative is itself part of

a three-year national stnd;
involving 700 addicts to
provide evidence on the pros

and cons of legalising hard
drugs.

Switzerland has an
astonishingly high rate of hard
drug addiction, with an
estimated 30,000 addicts, nearly
lA per cent of the 6.8m
population. The phenomenon
is generally attributed to

disaffection from a stiflingly

orderly society and to the
country’s very high level of

affluence.

Zurich has long been the
magnet for the country's
addicts, notably because the

city’s socialist-green coalition

government has favoured a
liberal drug policy. It has
stopped the police making
arrests for minor offences and
provided shelter and
rehabilitation programmes for

those in need. Since 1988, it has
offered free needles to all to

prevent the spread of Aids.

By the late 1980s, about 1,000

people were regularly
congregating in Platzspitz, the

once beautiful park behind the

main railway station
transformed into a ghastly
scene of decline and death.

Flatzspitz, or Needle Park, as

it was sometimes called, also

became a huge drug dealing
centre, attracting mob dealers

and hundreds of
cash-and-carry customers from
Zurich’s rich suburbs. And, as

the park was very close to the
downtown business and
shopping area, muggings,
robberies and petty crime in

the area soared.
The city’s business

community protested,
eventually winning the

council’s commitment to close

the park early last year.

City leaders then
implemented a dispersal
policy, sending non-Zurich
residents back home and
billeting local addicts in small

hostels. But within days, the
drug scene was reforming in

an adjacent run-down
neighbourhood, and efforts by
the police to break it up were
about as effective as frying to

9care off pigeons from
London's Trafalgar Square.

I
n the past few months, the

scene has gradually moved
to an abandoned railway

station a few hundred metres
from Platzspitz. Last month,
police staged a surprise
inspection and discovered that

the congregation there was
much the same as it used to be
at Flatzspitz.

Of the 931 people checked,

only 178 were city residents.

Most of the dealers were
former Yugoslavs, many of

them asylum seekers who.
nnder Swiss law, cannot be

expelled until their
applications have been
processed.

“Things have got worse,” Mr
Andres Oehler, the town
council’s spokesman on drug
matters, admits. “The closing

of Platzspitz has not had the

hoped-for effect”

Mr Oehler says fresh
attempts will now be made to

disperse the non-resident
addicts, and most of the
residents will become involved
in the planned new legal drug
distribution programmes.
The city itself will set up a

new treatment centre where it

mil supply 50 addicts with not
only heroin injections and
cocaine impregnated
cigarettes, but also with
counselling. A private charity
will do the same for another
150 female addicts, most of
whom earn their drug money
from prostitution.

Mrs Emilie Lieberherr, head
of the city's social services
department said the aim of the

programme was to help the
addicts survive, stabilise their

physical and mental health
and, ultimately, to get them off

drugs.

Unfortunately, it will not
help answer two key questions

associated with hard drug
liberalisation - whether more
people would be attracted to

drugs and whether the
criminal problems associated
with it would abate.

Mrs Lieberherr admitted that

the programme was only “a
drop in the ocean” in frying to

solve Zurich’s drug problem.
But for the moment, it is all

the conservative leaders of the
federal government will allow.

Meanwhile, the city has
finally completed cleaning up
Platzspitz at a cost of SFrLSm,
much of it spent on sifting

painstakingly through the
earth in search of used needles
that would be deadly for a
crawling baby.

The park, which now has
high grille fencing all around
it, is open only from llam to

2pm on Tuesdays and
Thursdays. Drug addicts are
not welcome.

Moscow sent military reinforcements to the troubled central

Asian republic of Tajikistan at the. weekend, where fighting

between the government and its Moslem opponents threatens to
involve Russia, Chrystia Freeland writes from Moscow. Russian
officials called for revenge last week after the Tajik opposition
forces, aided by seasoned mujahideen fighters from neighbouring
Afghanistan, killed 25 Russian soldiers in a shoot-out on the
Tajik-Afghan border.

Kabul accused Russia of mounting a retaliatory attack against
Afghan villages close to the border in which they say more than
80 people were killed or injured.

Russian and Tajik officials deny the charges, but over the
weekend top Russian military leaders vowed to crack down on
the Tajik opposition, which, according to Russian Defence Minis-
ter Pavel Grachev is preparing a major offensive aimed at seizing
the entire country.

Czechs and Slovaks in border pact
Slovakia and the Czech republic agreed at the weekend to set up
joint patrols along their recently created common border, after
talks at a summit meeting of the 10-nation Central European
Initiative, writes Anthony Robinson in Budapest Mr Vaclav
Klaus, the Czech prime minister and Mr Vladimir MecLar, his
Slovak counterpart, made the move to reduce the flow of illegal
immigrants from eastern Europe who are barred by Bonn’s new-
asylum laws from entering Germany.

Egyptian general escapes ambush
Moslem militant gunmen avenging 14 comrades hanged in the
gastfive weeks on the orders of military courts ambushed, an
Egyptian army general’s car in Cairo yesterday. Reuter reports
from Cairo.
The general escaped unhurt Police shot dead one of the attack-

era after be hijacked a taxi and passers-by seized two of the othergunmen and handed them over to police.
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NEWS: THE JAPANESE ELECTION
Li-era* Democrats lose their majority for the first time since 1955

Mould cracked but not yet broken
By Charles Leadbeater in Tokyo

JAPAN is embarking on a period of
political restructuring without prece-
dent since the end of the second world
war, when the merger of two pre-war
parties gave birth to the Liberal Dem-
ocratic party, which has ruled since
1955.

The 1965 mould of post-war Japa-
nese politics was not broken by yes-
terday's general election but it was
erected, possibly permanently,

it is too early to say that the new
conservative parties which were the
main winners yesterday will provide
the Japanese public with a new
choice, as permanent alternatives to
the ruling Liberal Democratic party
and the socialist opposition.
But the new parties - the Japan

Renewal party, Japan New party and
Harbinger party - did well enough to
hold the balance of power in the next
parliament, to press for political
reforms and to lay the foundations for

>aa

becoming an independent third force
at subsequent elections.
Their success reflects more than

disaffection with the scandal-ridden
LDP and disillusion with the impo-
tence and ideologically hidebound
nature of the older opposition parties.

it stems from an appetite for
change, which has not been entirely
extinguished by the cynicism forced
on voters by repeated political scan-
dals. Younger, independent urban vot-
ers crave not just new party labels
and leaders, but a more open style of
politics, which deals in debate and
ideas.

Yet it is far from certain that is
what they will get
Even though the LDP has lost its

overall majority in the parliament's
lower house, it delivered a telling dis-
play of electoral resilience. It main-
tamed its strength in spite of its fail-

ure to introduce political reforms, the
worst economic downturn for 20
years, a deeply unpopular prime min-

ister, and rumbling scandals which
are due to surface in court again this
week.

As Japan moves into a possibly
extended period of coalition govern-
ment. the LDP is likely to be the
largest party and so the central build-
ing block for any coalition. The end-
less war within the party, between its

factions for positions and patronage,
will be complicated by jostling
between the LDP and its potential
coalition partners.
The scope for Japanese politics

being decided by shady deals in
smoke-filled hotel rooms has probably
grown as a result of this election, not
diminished.

Hopes that the election could set in
train sweeping and lasting changes in
the Japanese political system rest
with, two developments.

First, the next government is

almost certain to focus on political

reforms. These are likely to include
changes to the electoral system

involving the introduction of propor-
tional representation, designed to

encourage more open debate about
national policies and priorities. Politi-

cal reform will throw the system into
a protracted period of turmoil as par-

ties adjust to the unfamiliar rules.

This flux should be advantageous to
the new conservatives who will enter
the next election with more money
and candidates.

Second, much depends on the vision
and determination of the new parties'

leaders. They have established an
impressive electoral beach-head,
which will attract further supporters
and donations from the business com-
munity.
But to extend beyond that to

become a viable alternative to the
LDP will be long, hard work.
The collapse of the socialists' sup-

port has probably robbed the Japan
Renewal party of the hopes it had a
month ago of leading an opposition
coalition to dislodge the LDP.

^ Japan votes for a measure of change
J __—- T' 1

r '
*

i ji

«>*•

JO,

the 6W parliamentary divisions...

- Komeito
Gwwwnent part# 46

' Democratic Soctsfet party: 13

.

Shaminfen
fUnfled Sodafet party); - 4

SNnsaro
t>apan Renews party); 36

New Harbinger party: to

New party:

...and the new

Komeito
(Ctean Government party): SI

OamocnXfc Sodafist party: 13

ShanWven
fljrfted Socrafct partyt 4

Social.
’

Democreflc. party

(SOP): 134——

-

Jajra • /
Communist . * /
partyrife

Liberal

Democratic party

(LDP): 227

OTHERS
12

- Vacancies: IS

'

Social

Democratic party

(SOP): 70

Japan /

Communist /
praty: 15

SWnsdto
(Japan Renewal party): S3

New Harbinger party: 13

Japan
New party: 36

Liberal

Democratic party

<U*T- 223

OTHERS
30

r*AA

menf Robert Thomson looks at prospects good and bad for the parties and the people

Leaders get ready for horse-trading
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APAN’S political leaders,

old and new, were count-

ing heads early today in
preparation for the horse-trad-

ing that will determine the

shape of the next government
With the Liberal Democratic
party having lost its majority,

leaders were deciding whom
they would back in a coalition

and at what price.

For the old leaders, the poor

results may force resignation.

Mr Kiichi Miyazawa, the LDP
leader, apologised for having
brought .distress to the party,

while Mr Sadao Yamahana.
head of the Social Democratic

party, the largest opposition

party, saw half of his MP lose

their seats and was “contem-

plating" his political future.

Meanwhile. Mr Tsutomu
Hata, head of the Japan
Renewal party, and Mr Mori-

hiro Hosokawa. the Japan New
party leader, suddenly find

themselves with the power to

create a government If the two
parties join forces, along with
the SDP and other opposition

partners, they will have the

numbers to force the LDP into

opposition for the first time

since 1965.

LDP officials were hoping
that Mr Hosokawa, who has

kept his intentions vague, will

join it in a coalition in return

for a senior post in a new gov-

ernment After noting that the

LDP will not be able to form a

government, Mr Hosokawa
said: “I will have to consult my
members before malting a deci-

sion.”

Mr Hata, whose defection

from the LDP prompted the

election, said he would Dot

rejoin the party, though some
JRP officials have indicated

that if made prime minister,

Mr Hata anight accept a coali-

tion with the LDP or the SDP.

Whichever way he turns, Mr
Hata may find his time at the

top is short

The arithmetic is made more
complicated by the possibility

of further splits from the LDP
or a break-up of the SDP. By
law, parliament has to convene

within 30 days, giving leaders

The Japanese constitution says that an extraordinary
parliamentary session to elect Japan’s next prime minister must
be called within 30 days of the general election, writes Emiko
Terazono.

Extensive negotiations between parties to decide on details of

a new coalition may take up to a month, preventing the Diet

from convening before the August 16 deadline. It has usually

taken more than 18 days for parties to convene the past 16

special parliamentary sessions following general elections.

After the special session is convened, there is no time limit for

the election of the prime minister. In 1979. the session took a
record eight days to elect Mr Masayoshi Ohira because of fric-

tion within the Liberal Democratic party.

the luxury of time in mixing
and matching the nine main
parties in the quest for a
majority of the 511 seats.

Smaller opposition parties

were being cagey. The Demo-
cratic Socialist party, with IS

members elected, had offered

support for the SDP and JRP in

a coalition, but last night

hinted that it would back the

LDP.
The generally isolated Japan

Communist party, also with 15

members, could also find itself

being courted for an opposition

coalition.

The prospect of a coalition

including the left-wing social-

ists and the relatively right-

wing JRP. with the commu-
nists thrown in to make up the

numbers, gives an indication of

the potential instability in

coming months. Yesterday's

election has set the scene for

the next one, expected within a
year.

If the LDP again takes office,

it could be brought down by
the opposition parties in coali-

tion. The JRP, which did not

have enough time to recruit

candidates this time around, is

already preparing for the next

election, when it will have
many more than the 69 repre-

sentatives who stood yester-

day.
The results suggest that Jap-

anese politics have changed
Irrevocably, and yet the bat-

tered structure could return to

its old shape.

One of the new parties could

join forces with the LDP, as

has happened in the past, and

public anger over political

scandal could fade, leaving a
dominant LDP surrounded by
a clutch of directionless opposi-

tion parties.

LDP officials, knowing their

party would lose its majority,

were generally hopeful that the

election has allowed voters to

express their anger. The theory

is that the party will recover

lost seats at the next election,

as the newer parties will no
longer be able to campaign
only on the issue of “reform"

and will be forced to detail pol-

icies on such divisive issues

such as foreign policy and tax-

ation.

Having successfully pres-

ented themselves as an alterna-

tive to the SDP. the newer par-

ties, the JNP and JRP, must
next prove that they are an
alternative to the LDP, which
they have not yet done. Most of
their votes have come from the

SDP. which gained in the past

from disgruntlement with the

LDP but which has been con-

tent with its role as an opposi-

tion party never likely to rule.

The form of the new govern-

ment is likely to be determined
more by personalities than by
policy or ideology.

The resignation of Mr Miya-
zawa will make it easier for

one of the opposition parties to

join the LDP in a coalition, as

exit polls yesterday suggested

that 85 per cent of voters want
him to resign.

A likely successor is Mr

Toshiki Kaifu, a former prime
minister with a reputation as a
reformer. He was dumped by
the LDP two years ago after

suggesting reforms to the elec-

toral structure, the issue which
triggered the election last

month. Officials at the JRP and
JNP have suggested that Mr
Kaifu Is preferable to Mr Miya-

zawa, but have not given com-
mitments of support.

The appointment of Mr Kaifu
as head of a coalition will not
necessarily bring stability or
reform. Like Mr Miyazawa, he
does not have the support
within the party to demand
that other factions do his bid-

ding.

Mr Katfti is seen by the
heads of the LDP's larger fac-

tions as a socially acceptable

leader capable of guiding the

party through political turbu-

lence - and back to the good
old days, when there was an
orderly queue for the prime
ministership.

By Emiko Terazono In Tokyo

VOTER turnout for yesterday’s

general election fell to a near
record low, suggesting that the
political fervour of the cam-
paign was not enough to
inspire some Japanese to make
a trip to the polling stations.

Before the election, the
furore over the fall of the gov-
ernment seemed to heighten
interest among the electorate.

However, only an estimated
67.2 per cent turned out to the
polls. The figure is 6 percent-

age points lower than the pre-

vious‘election in 1990 and 5
points lower than the average
of the past 18 elections.

While some analysts blamed
a televised sumo final and bad
weather, the lack of issues

directly concerning the ordi-

nary voter is seen as the main
reason for the low interest
Calls for political reform domi-
nated the platforms of most
parties, and some voters

seemed to be turned off by the
absence of debate over issues

such as tax reform and the
controversial dispatch of Japa-

nese troops to United Nations
peacekeeping operations.

Polls token just before the
election indicated that 43 per
cent of the electorate had not
decided who to vote for. The
new reformist parties which
have splintered from the ruling

liberal Democratic party has
contused many voters.

Apathy was most prominent
among urban voters, with the
turnout around or below 60 per
cent in Tokyo and surrounding

areas such as Chiba and Sait-

ama. In contrast, rural Japan,
which has a high proportion of

faithful LDP supporters, saw a
large turnout. Over 77 per cent
visited the polls in Shimane,
the constituency of Mr Noboru
Takeshita, a former prime min-

ister.

How candidates fared

NOBORU TAKESHITA:
THE ‘PURIFIED’ EX-PM

The LDP’s resilience means the new
conservatives can harbour few hopes

of winning seats from the ruling

party. They will grow quickest at the
expense of their erstwhile partners,

the ailing Social Democratic party.

So this election could set the scene
for an intensifying battle within the

opposition, rather than between the
opposition and the LDP. The balance

of power within the opposition will

have to shift, away from the left and
towards the centre, before the LDP
will face a credible challenge from an
alternative coalition.

Yet today the Leaders of the new
conservative parties will not be wor-
rying over such distant doubts about
their prospects- The LDP may not be
turfed out of power, it will almost
certainly have to share power for the
first time for almost four decades.
Flushed with their success the new

conservatives know that in spite erf

the LDP's size, they will be setting the
pace in Japanese politics.

Voters
inspired

to stay

at home

Voters look at candidates’ posters before entering a Tokyo polling station Reuters

heavyweights
A confused electorate finds sumo wrestling more clear-cut than politics. Robert Thomson looks on
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American, ter; “That's the most important weeks of the constant speechmaking talking openly of joining an

Ginza shopping district, sev- tournament was clear, ins
- and loud haUer-shouting that is cam- coalition government The JG ATHERED around an over-

sized video screen in the

Ginza shopping district, sev-

eral hundred people watched and

gasped yesterday as the spectacle of

battle unfolded before them, certain

that, whatever the outcome, Japan

had entered a new era.

Instead of the white gloves or cam-

paigning politicians, the combatants

on the screen wore the scant mawashz

of the sumo wrestler, as the finale of a

national tournament was played out

by three contestants, one of them

American, who are symbols of the

passing of the old order in Japan.

At least the outcome of the sumo

tournament was clear, the American,

Akebono, woel _ . .

When Japanese went to bed last

n.yht they knew the Liberal Demo-

cratic party had lost its majority and

the largest opposition party, the

Social Democratic party, had been

humbled, but they didn’t know who

was running the country.

“I don’t care who is the leader, as

long as the LDP is punished." a young

man. watching the sumo explained.

But a nearby young woman said all

she wanted was the replacement of

Mr Kiichi Miyazawa as prime minis-

ter; “That's the most important

thing."

T
he confusion and the conflict-

ing opinions have been stirred

by the rise of two parties, the

Japan New party and the Japan

Renewal party, a former faction ofthe

LDP. which has a large share of the

balance of power.

Mr Tsutomu Hata, the JRP leader,

shared an ailment with the leaders of

the parties with which he may form a

coalition government. They had

cracked, hoarse voices after two

weeks of the constant speechmaking

and loud hailer-shouting that is cam-

paigning in Japan.

Tm very happy that the people

have given us such support," rasped

Mr Hata. Bui the JRP leader, who
prides himself on his straight talking,

was as vague as other party leaders

when it came to describing the likely

form of the new government "There

will need to be a lot of discussion."

Before the discussion started, the

rumours circulated. An opposition

party leader who had promised to

form a coalition with the JRP was
talking openly of joining an LDP-led

coalition government The JNP was
said to be swinging both ways,
towards a partnership with the JRP
and with the LDP,
With the politicians being politi-

cians, the sumo wrestlers had a draw-
ing power of their own yesterday. A
record low voting turnout, estimated

provisionally at 67 per cent, was
partly blamed on apathy, partly on
the miserable weather, and partly on
the attraction of the sumo.

Old ways die hard in the most
conservative regions of Japan.
Mr Noboru Takeshita. former
prime minister, was re-elected

yesterday at the top of Shi-

mane’s list of candidates, with
over 100,000 votes.

For many Japanese, Mr
Takeshito symbolises the cor-

rupt ways of the country’s pol-
itics.

He was forced out of office

after being linked to the
Recruit stocks-for-favours
scandal in 1989 and, more
recently, public criticism
mounted after revelations of
his links to gangsters.
However, among his elector-

ate, he remains the pride of
Shimane, a rural prefecture in

western Japan.
The region lacks any big

industries and is sparsely pop-
ulated but, thanks to Mr Take-
shita, has the most public
works spending allocated per
capita.

Takeshito: forced from office

His supporters will consider

Mr Takeshita’s victory as a

"purification" after all the
scandals.

YURIKO KOIKE:
THE TELEVISION STAR
Ms Ynriko Koike, star of
television and the Japan New
party, was elected comfort-
ably, as was Ms Takako Doi,
the former Socialist leader,

both in the western constitu-

ency of Hyogo. Ms Koike is

likely to be tiie deputy parlia-

mentary head of her party,
while there were calls last

night from within Ms Doi’s
depleted party for her to
retain as SDP leader.

Both MPs say they support
"political reform", but differ

on its meaning. Ms Doi wonld
like her party to reform,
though she was unwilling to
change some of its cherished
but unpopular foreign policy

and unable to draft an alterna-

tive economic policy.

Ms Koike wants electoral
boundaries to be redrawn,
making politics less expensive
and less prone to financial

scandal, and an overhaul of
parliamentary style, saying
"there’s no real debate in the
parliament".

MAKIKO TANAKA:
THE HEIRESS
Japanese politics is a family
affair, with seats often, left to
sons, daughters and even to a
son-in-law. Ms Makiko Tanaka
is the daughter of Mr Kakuei
Tanaka, a former prime minis-
ter and a founder of the lib-

eral Democratic party’s largest

faction, the split of which led

to the fall of the Miyazawa
government
Makiko Tanaka stood and

won in her father's old elector-

ate of Niigata, having
announced her candidacy at
the family’s bos company.

Echigo Kotsu, which bas been
assisted by the many new
roads and bridges built in Nii-

gata during the reign of the

scandal-stained Mr Tanaka.
With her father's political

support group officially dis-

banded. Ms Tanaka rounded
up the remnants, and stood as

an independent, as local LDP
officials opposed her candi-
dacy. Her success, she says,
was due to "the continuing
respect for my father" and to

support for “my concerns for

ordinary people".

NOBUTERU ISHIHARA:
JAPAN SAYS YES
After an uphill struggle Mr
Nobutern Ishihara. the LDP’s
youngest candidate, was re-

elected in one of the country’s

most hotly contested constitu-

encies.

Mr Ishihara is the son of Mr
Shintaro Ishihara, former
transport minister and co-au-

thor of A Japan That Can Say
No.
Mr Ishihara junior was one

of the 12 candidates competing
for five seats. The constitu-

ency in central Tokyo has a
youthful and shifting popula-
tion and is fickle in its polit-

ical choices.

However, using the celebrity

links of his uncle, Mr Yitfiro

Ishihara, a movie star who
passed away seven years ago.

he has managed to capture the

electorate.

Nonetheless, the district’s

tendency to vote In line with
overall treads has hurt the
Social Democrats, who lost

Ishihara: son and nephew

two seats.

His outspoken father was
also re-elected, coming in first

in his constituency.

HARA: TSUKAMOTO:
BACK AT 86 DESERTED
Mr Kenzaburo Hara was told

by LDP officials that, at 86, he
should make way for a
younger candidate. But Mr
Hara, celebrating 50 years m
politics, was determined to be
elected for a 19th time.

With the help of his family
members, who prostrated
themselves at public gather-
ings to demonstrate their
humility, and with the assis-

tance of his old friends In the
construction industry, he man-
aged to muster the votes he
needed.

Mr Saburo Tsukamoto, former
chairman of the Democratic
Socialist party, was another
victim of the rush of votes to

new reformist groups and. it

seems, or links to scandals
present and past
Mr Tsukamoto said he had

expected a tough election race,

thanks to scandals involving
DSP municipal representa-

tives. Mr Tsukamoto himself
was forced to resign from
party chairmanship in 1989
because of bis involvement in
the Recruit scandal.

TAKAO FUJINAMI:
THE LOSER
Mr Takao Fujinami, a former
chief cabinet secretary on trial

for alleged bribe-taking, had
said his reflection would be
proof that local voters thought
him innocent.

Mr Fujinami yesterday lost

his seat in Mie prefecture, in

centra] Japan.
He was elected in 1990 even

though he had been indicted

after the investigation into the
Recruit stocks-for-favours
scandal, for which he was seen
as the politician taking the
punishment on behalf of his

party, the LDP. This time,

standing as an independent.

Mr Fujinami failed because his

old party unsympathetically
put two strong candidates
against him.

But the Fujinami name will

survive in Mie. His family is

famous for making sweet bean
dumplings, which have the

brand RIkyu in honour of a tea

ceremony master. After the

scandal broke, the locals

started calling them Recruit

dumplings.

Profiles by Robert
Thomson and

Emiko Terazono
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US and
Vietnam
in accord

on MIAs
By lain Simpson
in Ho Chi Mlnh City

A HIGH-LEVEL delegation
from flie US has left Vietnam
with an agreement to base

three State Department offi-

cials in Hanoi. They will be

the first US diplomats In Viet-

nam since (he end of the war
in 1975.

The agreement was reached
after three days of talks in

Hanoi with ministers and
other senior Vietnamese offi-

cials. The diplomats will work
with US military personnel in

Vietnam searching for evi-

dence on the fate of service-

men listed as missing in action

(MIA).
For Vietnam, Deputy For-

eign Minister Le Mai said his

government has accepted the

proposal, althoogfa he said

some fayimtoai questions had
still to be resolved.

Mr Winston Lord, the US
assistant secretary of state

who led the delegation,
stressed the three officials

would be in Vietnam strictly

to work on the MIA issne.

However, Vietnamese officials

said privately they hoped the
move would make diplomatic

exchanges between the two
countries easier and lead to a
gradual improvement in rela-

tions.

The US delegation said the

diplomats would also "support

American citizens, including

families of our missing and
the Vietnam veterans who
have been invited by the Viet-

namese government to visit

Vietnam”.
President Bill Clinton

ordered the US delegation to
Vietnam to assess local

co-operation in the search for

MIAs. Hanoi says it is already
doing all it can. but many
Americans are not convinced
and Mr Clinton has said there

must be tangible progress on
the issne before relations
between the two countries can
be normalised.

Mr Lord and his colleagues

said at the end of their visit

that they were pleased with
the assurances they had
received. However, the four
representatives of Vietnam
war veterans’ groups in the
delegation said they would not
be convinced until they saw
some concrete results.

The Vietnamese government
believes that, with US diplo-

matic representation in Hanoi
and with Mr Clinton’s recent

decision to unblock interna-

tional lending, the process of

normalisation with the US has
taken a big step forward.

Vietnamese officials are now
hoping for the US trade
embargo to be lifted. This
comes up for renewal on Sep-
tember 14 and Mr Clinton is

under pressure from US busi-

ness interests to let them into

Vietnam.

Central bank

action boosts

Chinese yuan
By Lynne O'Donnell in Beijing

THE Chinese yuan rose 18 per

cent against the US dollar last

week after the central bank
poured more than $l00m
(£66.6m) into the money mar-

ket
The yuan closed on Friday at

Yn&65 to the dollar, last month
it had been trading at almost
Ynll to the dollar at China's

semi-official swap centres.

Chinese efforts to encourage

people to save with banks,
rather than concealing money
at home, is paying off Banks
say that since interest rates on
savings and fixed-term deposits

were lifted on July II they

have been so overwhelmed
that hours have had to be
extended.

Lending and deposit rates

were lifted by an average 1.38

and 1.72 percentage points, and
the one-year fixed-term deposit

rate moved up to 10.98 per cent

in an attempt to encourage
cash-strapped companies to

repatriate hard currency to

obtain yuan liquidity.

The interest rate increase

was in tandem with a nation-

wide campaign to attract

greater savings deposits from
the population, historically

suspicious of state financial

institutions and believed to be
hoarding million*: of yuan in

tea caddies and mattresses.

China has recently admitted
that banks are short of cash.

The Beijing branch of the
Industrial and Commercial
Bank of China had its busiest

day on record the day rates

went up, according to the offi-

cial China Daily newspaper,
when new savings hit YnSlm
(£7m).

The Interest rate rise was
one of the first steps taken by
Mr Zhu Rongji, senior vice-pre-

mier, when he took on the
extra role of governor of the
Rank of China in an attempt
to cool the overheating econ-

omy and control inflating! now
running at 20 per cent in urban
centres, Mr Zhu has taken
steps to curb bank lending.

Meanwhile, the Hong Kong-
based Ming Pao Daily News
said the central bank was
determined to strengthen the

yuan to YnB.3 to the dollar

“and will pay any price for it".

Quoting a Chinese finance
official, the pro-Beijing news-

paper said China aimed to

achieve its target rate within
the next six months - which
would bring the yuan one step

closer to the final target value

of Yn8 to the dollar.

The black market price

-remains at about Yn9 to the

dollar, while the official rate is

Yn5.7 to the dollar. Mr Zhu Rongji: has taken steps to curb bank lending
TYwcr Hxi ipim*

Row over peacekeeping in Somalia shifts to diplomacy

Italy and UN in temporary truce
By Robert Graham in Rome
and Ariane Genfllard in Bonn

THE row between Italy and the

United Nations over the con-

duct of peacekeeping forces in

Somalia shifted over the week-
end from public posturing to

quiet diplomacy.
The differences are to be dis-

cussed at a meeting on July 27
between Mr Boutros Boutros
Ghali, UN secretary-general,

and Mr Bruno Eottai, director-

general of the Italian Foreign
Ministry. Until then all parties

are expected to observe a cool-

ing-off period.

The decision to hold a
top-level meeting with the UN
secretary-general followed
urgent talks on Friday in

Mogadishu, the Somali capital,

between Italian diplomats and
Admiral Jonathon Howe, Mr
Boutros Ghali’s special envoy.

General Cevik Bir, the Turkish
commander of UN forces, and
US diplomats.
Neither side was willing to

comment on the talks - in con-

trast to the mutual criticism

traded earlier between the UN

and the Italian government.
The sole outcome was the for-

mal announcement of the July

27 meeting.

Mr Koffi Annan, in charge of

all UN peacekeeping
operations, had called for the

removal of General Bruno Loi,

commander of the 2,600-strong
Italian «wiHng»nt in Somalia,
claiming he had defied UN

From Mogadishu, Reuter
reports that Italian troops

clashed yesterday with Somali
gunmen at a checkpoint in the

capital.

Italian sources said gunmen
who had hijacked a bus opened
fire when the vehicle was
stopped and the Italian troops

shot back.

A Somali man and a woman

Differences between the two
sides to be discussed on July 27

orders.

The Italians gave their back-

ing to Gen Loi, refused to call

him home and reiterated their

criticism of the way UN
operations in Somalia had
shifted from a peacekeeping
and humanitarian role to
enforcement They feared this

risked turning the UN force

toward an unwelcome occupa-

tional role, with its impartial-

ity surrendered by the US-
sponsored call to outlaw Gen-
eral Mohammed Farah Aideed,

the principal Somali warlord.

were wounded, apparently by
fire from the gunmen, 'the

sources said.

Meanwhile, in Germany lead-

ing politicians within the rul-

ing coalition began to question

German involvement in Soma-
lia just as 250 soldiers prepared
to join peacekeepers there.

Speaking in the Cologne-
based Express newspaper, Mr
Karl Laniers, spokesman for
the foreign affairs committee
of the Christian Democratic
parliamentary group, said a

clarification of the UN man-

date in Somalia was urgently

needed.

Mr Lamers, who has been a

strong advocate of German
participation in UN missions
outside Nato, said ‘if the UN
mandate is not clarified

shortly, a new situation would
appear in which the with-
drawal of German soldiers

would become necessary".

In an interview in Die Welt

published today, Mr Klaus Kin-

kel, foreign affairs minister
and member of the Free Demo-
crats, the junior party in the
coalition, added that the situa-

tion in Somalia should be con-

tinuously examined to see if

the politically agreed condi-
tions for German involvement
had not changed. However, he
added German soldiers should
not withdraw “when the first

difficulties arise".

The federal constitutional

court recently approved Ger-

man participation inUN peace-

keeping missions in Somalia
after the government coalition

said the soldiers would be kept

out of particularly dangerous
zones.

Russian

space

stance

irks Delhi
By Shiraz Skfwa fn NowDeW

INDIA has expressed regret at

Russia's decision to freeze a

$350m (£233m) contract to sop-

ply cryogenic rocket engines

and associated technology for

India's civilian space pro-

gramme but emphasised that

it would cause no setback.

Foreign ministry officials

expressed dismay that Russia

has "yielded so blatantly to US
pressure" to go back on its

1991 contract with India but a
ministry statement at the

weekend avoided direct criti-

cism of the US. "While India

remains willing to co-operate .

with other countries in the

space sector for mutual bene-

fit, it will continue to develop

tbe required technologies

indigenously,” it said.

Mr Dinesh Singh, India’s for-

eign minister, told a parlia-

mentary committee meeting
on Saturday night that,

though he did not see "an
overall shift” in US policy

towards India, the US’s deri-

sions would be based "on their

self-interest as they see it”.

Mr Michael McCurry, US
state department spokesman,
said Moscow’s co-operation in

blocking the transfer of "sig-

nificant” technology to India

about winch (he US "had con-

cerns” could be "worth bil-

lions of dollars”.

Dr Raja Ramanna, former
head of India’s Atomic Energy
Commission, challenged the

US pngWnrt that tiie transfer

of cryogenic technology was a
violation of the Missile Tech-

nology Control Regime
(MTCR). "Everyone knows
that cryogenic engines cannot

be used for defence purposes,

and I cannot understand why
sueh a powerful country Dike
the US] should feel so insecure

about India getting some
knowhow,” be said.

Economists

urge further

India reform
By Alexander NJcofl,

Asia Editor

THE benefits gained by Imfia

from economic reforms already

undertaken may be meagre

unipan they are followed by

further steps to complete the

transformation of economic

policy, according to a new

report. „

The report’s authors - Mr
Jagdish Bhagwati, professor of

economics at-Columbia Univer-

sity, and Mr TN Srinivasan,

professor of economics at Yale

University - strongly support

the reforms introduced by

Finance Minister Manmohan
siwgb, who commissioned the

report. But they say that

increases in productivity and

exports may be small without

additional measures.
Among reforms they recom-

mend are further cuts in the

budget deficit by widening the

tax base, using privatisation

proceeds to retire government
debt and cut interest costs, ami

ending flnanrrng of the deficit

through the banking system.

The government promises to

restructure the tax system but,

because of political sensitivi-

ties, has not yet embraced full

privatisation of public sector

enterprises and has only par-

tially reduced the funding
Homanri^ it makes on banks. It

plans reform of the financial

sector for which, the econo-

mists say, "the need can
hardly be over-emphasised”.

In industry, the report notes

that bureaucratic restrictions

remain even though the gov-

ernment has swept away the

need for official licensing of

corporate decisions. "State-

level restrictions continue
largely in place and need to be
removed if delicensing is to

amount to much,” the profes-

sors say.

Imports should be further

liberalised and tariffs reduced,

and unified, although these

measures should be balanced

by new mechanisms to deal

with dumping and "import

surges”
. . ;

• ' -

To encourage foreign invest-

ment, India must join trade

blocs and should accept a com-

promise with the OS and other

industrialised countries on

intellectual property rules.

“Multinationals now treat the

acceptance of such rules -as-an

iwrfw of the seriousness of a
country in attracting direct for-

eign investment,” the econo-

mists say.

Their most straightforward

advice concerns the huge and

inefficient public sector.

The government should pro-

mote competition and privati-

sation, it should start no tkw
'

public sector enterprises

except in cases of dearly estab-

lished social need, and- it

should stop buying-sick indus-

tries.

They note: “The lessons of

unhappy experience with pub-

lic sector enterprises in all

sorts of countries with diverse

social and cultural traditions

suggest that it is extremely

hard to make them function

efficiently.”

The professors recommend
the complete and quick

removal of subsidies on fertil-

iser, irrigation and electricity,

as well as of-subsidised inter-,

est rates for farm credits

which, they say, mainly help

fanners who are not poor.

Instead, they advocate the

establishment of institutions

such as Grameen Bank, which,

has been, successful in making
loans to small farmers in Ban-

gladesh.

Government snhBmas which
help the poor should be better

targeted, the report adds.

Pledge over

Taiwanese
rail link
TAIWAN officials at the
weekend reaffirmed the gov-
ernment’s determination to

build a US$17bn (£11.3bn)

high-speed railway despite a
vote in parliament on Friday
to cut the project’s budget for

the fiscal year which began on
July 1, writes Dennis Engbarth
in TaipeL
Legislators voted 58-49 in

favour of cutting all

NT$9.44bn (£237m) in central

government funding for the
fiscal year 1994. The proposed
345km railway would cut tran-

sit time from Taipei to Kaosh-
iung to less than two hours,

from more than four hours
now.

UN in fresh talks

on Iraqi missiles
By Marie Nicholson In Amman

TALKS in Baghdad between a
senior United Nations envoy
and Iraqi officials went into a
fourth round last night with no
signs of a breakthrough over
UN demands for monitoring of

two missile testing sites.

Neither Mr Rolf Ekeus, head
of the UN special commission
into Iraq's weapons of mass
destruction, nor Mr Tariq Aziz.

Iraq's deputy prime minister,

reported progress after an
hour’s discussion. Both were
due to meet again last night
The talks were unexpectedly

joined by Mr Riyadh al-Qaysi,

the foreign ministry official

who returned late last week

from heading an Iraqi delega-

tion to the UN in New York,
where negotiations were being
held on allowing a limited

exception to the post-Gulf war
ban on the country’s oil sales.

Mr Ekeus said he could draw
no particular conclusion from
Mr al-Qaysi’s attendance. But
the official's inclusion marks
the first time Iraq has directly

linked the twoUN negotiations
and suggests Iraq is seeking a
broader understanding rather
than simply a solution to the

missiles stand-off.

The oil talks were suspended
at Mr al-Qaysi's request But
UN diplomats suggested the
two sides had produced a draft

text of an agreement.

i

str°
*

•n- :
» - r

Vf;
i •

r;.
_

v

"amir

Japant*

«ork n
Divining the motives for US Japan-bashing Japan's bilateral trade balances

Trade deficit with Japan 1991

THE NEW Japanese government,
whenever it finally emerges, had better

prepare for battle. Friday's news that
Japan's trade surplus was nearly a fifth

higher in the first half of t-Hs year, com-
pared with the same period a year ago,

will only strengthen the resolve of US
administration officials who want to see
quantitive targets added to the wordy text

of the recent bilateral trade agreement
Japanese bureaucrats at the Ministry of

Finance strongly deny that there is any
further ground to give, especially on tar-

gets for imports in the particular indus-

trial sectors listed in the agreement, argu-

ing that anything more specific would
quickly lead to pressure for bilateral, man-
aged trade. The agreement currently com-
mits Japan to “actively pursue” demand-
led growth, which is “intended to achieve
over the medium term a highly significant

decrease in the current account surplus”.

Now, they say, let us get on with it

But senior US officials say the agree-
ment reached with a lame-duck Japanese
prime minister at the end of the recent

summit of industrial country leaders, was
only the first round. US negotiators want
to be able to measure the extent to which
Japan is taking active steps to expand
domestic demand and reduce trade restric-

tions by monitoring quantitive targets for

the current account surplus and the share

of imports in gross domestic product.
Only now, with the Japanese election

result declared and the new government
in the process of fairing shape, might tha

true US motives become apparent The
kind of agreement that emerges from the
next round of negotiation should reveal

whether the US is really attempting to use
its bilateral clout to open up the Japanese
market to exports from all countries, as it

claims, or whether it wants to target the
performance of US exports to Japan, per-

haps even at a sectoral level, in order to

increase the slice its exporters take from a

larger Japanese import cake.

The official US line is the former. Much
of the evidence does appear to suggest that

Japanese markets are still relatively

closed: imports are equivalent to just 3J2

per cent of gross domestic product, less

than half the ratio in the US, Germany
and Britain as well as Canada. Developing
country exports account for only 13 per
cent of total Japanese consumption of

manufactures, compared to 23 per cent in

the EC and 4.1 per cent in the US. So if

quantitive targets can be employed to stop
what Washington alleges is Japanese trade

management through implicit import bar-

riers and instead stimulate domestic
demand to suck in imports and reduce the

current account surplus, the gains will be
felt multilaterally.

Yet, if the US administration's motives
are really multilateral and free-trade spir-

ited, why has it chosen to pursue the mat-
ter bilaterally rather than multilaterally?
For if the Japanese trade surplus really

does reduce employment in other coun-
tries by reducing their exports, the evi-

dence does not suggests that it is the US
which loses the most
The US may have the largest absolute

trade deficit with Japan, measured in dol-

lars. But when the size of the deficit is

measured relative to GDP or total trade

with Japan, the US barely makes the top

ten, as the charts show. Eight countries

plus tbe EC have a larger bilateral deficit

than the US relative to their total trade
with Japan. Hong Kong’s deficit is three

times as large relative to total trade than
the American deficit Relative to GDP, the
US deficit fades into insignificance com-
pared to Hong Kong and Singapore. The
US deficit with Japan is equal to 0.7 per
cent of GDP in 199L while Singapore had a
deficit equal to 22 per cent of GDP.
Indeed the top five deficit countries -

Singapore, Hong Kong, Thailand, South
Korea and Malaysia - all had much larger

bilateral deficits with Japan and also, com-
pared with the US. posted for faster
growth rates of both GDP and exports and
far lower unemployment rates. All of
which must put a large question-mark
over US and EC claims that it is Japan's
trade surplus which is to blame for their
multiple domestic economic problems.

Edward Balls
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INTERNATIONAL ECONOMIC INDICATORS: BALANCE OF PAYMENTS
Trade figures ere given In bUons at Eucpeen currency utfts (Ecu). The Ecu exchange rate shows the number of national currency units par Ecu. Tha nominal effective exchange rale to on Index with 1985*100.
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North American interest in issue contributes to personal UK investors* allocation being scaled back

Strong institutional demand for BT shares
By Roland Rudd

STRONG DEMAND from
institutional investors, particu-
larly in North America, has
meant that personal investors
in the UK have been alfiv^ted
fewer British Telecom shares
than in the government's pre-
vious sale.

Institutional investors have
been allocated 40 per cent of
the £5bn BT3 offer - 7 per cent

more than in 1991 - after bid-
ding for 2.9bn shares. North
America accounted for 27 per
cent of the international offer
and was allocated 20 per cent
against 17 per cent last time.
The price of the interna-

tional offer was set yesterday
at 420p, 12p above BTs closing
price on Friday of 408p.
pie 12p above the market

price is considered to be the
time value associated with

paying in three instalments.
A senior official from the UK

Treasury said it was the first
time that the government had
ever sold shares in a company
at its effective market price.
Mr Stephen Dowell, financial

secretary to the Treasury,
attributed the success of
the sale to the structure
of the bookbuilding exercise
and the "strengths of the
UK financial houses in the

world's financial markets”.
Hie UK public offer - which

is set at top discount to the
international offer price - was
allocated 60 per cent of the
1.2bn shares on offer. Individ-

ual shareholders applied for
only lbn shares compared with
l.7bn in 1991.

More than 95 per cent of
applicants in the UK public
offer will receive an allocation
and more than half will get all

they applied for. However,
non-BT shareholders who
applied for more than 700
shares through the Share Infor-

mation Office or more than
1,500 through a share shop will

not receive anything.
UK institutions accounted

for just 46 per cent of bids in

the international offer. They
have been allocated an extra 2
per cent, partly because they

are thought less likely to sell

their shares in the aftermarket

than overseas investors.

SG Warburg, the govern-
ment’s global coordinator, said

it could exercise a “Green
Shoe” option - or stabilisation

provirion - by buying an addi-

tional 91.5m shares, or 7.5 per

cent of the L2bn shares for up
to 30 days.
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Failure to invest

in late 1980s puts

‘recovery at risk’
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5 Directors predict big rise in inflation
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By John Griffiths

RECEIVERS FOJB the former
Anglo-Dutch truck maker
Leyland Daf said at the
weekend they had reached
agreement on the future of
the six African assembly, ser-
vice and distribution subsid-
iaries.

Mr John Talbot and Mr
Murdoch McKillop, the joint
Arthur Andersen receivers,
said the new local owners
would continue trading in Ley-
land Daf vehicles, as they have
done throughout the receiver-
ship.

The receivers would provide
no precise details of the new
ownership arrangements,
which in most cases are expec-
ted to involve some state inter-

ests. The six subsidiaries are
in Ghana, Zambia, Malawi,
Tanzania, Uganda and Zim-
babwe.
The companies have been

operating on a small scale,

with combined sales believed

to have been about 500 trucks
last year, and the companies'
sale is only expected to raise

between £5m and £10m for the
receivers.

The African deal means that
only the future of Multipart,
the parts warehousing and dis-

tribution business in Charley,

Lancashire, . has still to be
decided.

Leyland Trucks, the
Lancashire-based manufactur-
ing company now owned and
operated by a management
buy-out team, believes it

can start working more
closely with the African
operations to expand produc-

tion and sales.

“We are now involved in dis-

cussions with the new owners
of these businesses concerning

our future working relation-

ship,” Mr Stuart Heys, Ley-

land Trucks' commercial direc-

tor, said yesterday.

By David Owen

THE GOVERNMENT should
consider holding talks with
Sinn Fein, the IRA’s political

wing. Sir Edward Heath said
yesterday, describing such a
step as “a sensible thing to do”
when the time was right
The former prime minister

told BBC Radio 4's The World
This Weekend: “When the
moment is right, I have no
objection to them telling Sinn
Fein exactly what the govern-
ment’s position is and faying to
influence them to have much
greater influence over their
military counterpart, the IRA,
and get them to pack it all in.”

He said: “I do not object to

people having talks with other
political people. During my
government. Lord Whitelaw
had direct talks with the IRA.”

Sir Edward also criticised Mr
John Major, the British prime ,

minister, for attacking Mrs
Mary Robinson, the Irish presi-

dent, over her recent meeting
with Sinn Fein. Hie “regretted”
the fact that Mr Major got
"rather annoyed” that Mrs
Robinson met the Sinn Fein
leader. There was nothing to

be gained from doing that
because obviously the presi-

dent of the Republic could not
accept a rebuke.”

Sir Edward said he would
keep Dr lan Paisley, the Demo-
crat Unionist leader, out of any
discussions on the province's

future, as he did from the 1974

Sunningdale talk*. He urged
Mr Major to appoint a senior

member of the Cabinet with
sole responsibility for dealing

with terrorism.

“We have had nearly 25
years of terrorism in part of
the United Kingdom. We have
seen recently it is much more
active on the mainland. We
cannot go on regarding terror-

ism as a permanent feature of

our life in these islands.”

Warning over

Japanese-style

work practices
By Dtene Scanners,

Labour Staff

PENT-UP resentment from
British workers over the impo-

sition of Japanese-style work-

ing practices could have a

“devastating effect" on indus-

try as the recovery continues,

says a report commissioned by

the government
The review of the influence

of Japanese companies on UK
labour practices, to be pub-

lished tomorrow, finds “little

evidence that Japanese-style

international competitiveness

can be achieved in Britain by
copying some, or even most,

Japanese working methods”.

It also raises questions about

the effect of having to “work as

hard as humanly possible” on

the quality of employees’ lives.

The study, conducted for the

Department of Employment by

Industrial Relations Services,

an independent pay and condi-

tions research group, says Brit-

ish manufacturers are using

the threat of Japanese competi-

tion to push through reforms

in working practices. These

include increased flexibility in

the fesks workers must under-

take, greater individual respon-

sibility for factory floor work-

ers and reductions in waste.

The report's author, Ms Sue

Milsome, says this tack has

proved more persuasive than

the more accurate “but less

compelling" argument that

“competitive pressures demand

riiangas in working and man-

agement practices". Labour

law reforms and the recession

have probably had more influ-

ence on British working meth-

ods tftan the example of com-

panies Kke Nissan, she says.

A “threat” from German

competitors was used in a simi-

lar way a lew years

some says: This tactic. has in

feet proved successful in con-

vincing British trade unions to

cooperate in reforming work-

ing practices.”

The report, however, warns
that the introduction of same
working methods favoured by
Japanese companies could

increase British industry's vul-

nerability. For example, “just-

in-time" production means
companies do not keep buffer

stocks. A sadden stoppage by
workers could mean Immediate

lay-offs in other plants, as hap-

pened in the 1988 Ford strike.

It warns: “If there is a great

deal of pent-up resentment
against Japanese-style working
practices, and the fragility of

production systems has been

Increased . . . worker dissatis-

faction leading to industrial

action could have a devastat-

ing effect"

The study points to the

debate in Japan over karoshi -

death through overwork. Karo-

shi, it says, is mainly as a

result of large amounts of

unpaid overtime by Japanese

workers. This overtime “needs

to be borne in when, con-

sidering measures of Japanese

labour productivity”.

It concludes that the Japa-

nese economic miracle, which

has so impressed western

observers, is probably coming

to an end. "It may be that

Japan's employment practices,

in particular, will be jettisoned

as Japan becomes a mature

economy, so British employers

should be wary of imitating

practices that are only appro-

priate in a climate of ever-in-

creasing growth.”

Two years ago, the annual

conference of the Trades Union

Congress voted against “alien

practices, citing examplesfrom

Japanese companies in Britain
j

in particular the holding of
|

“beauty contests” between

unions and the selection by

employers of single unions to

All workers. Since

199L however, the two largest

unions to support that - the

MSP and TGWU general

unions - have themselves

signed single-union deals.

A BIG rise in Inflation is likely

over the next year as the cur-
rent period of wage restraint
comes to a halt, according to a
survey by the Institute of
Directors published yesterday.
With only 52 per cent of com-

panies saying they have given
their employees a wage
increase in the past 12 months,
many businesses believe they
will be forced to bow to
demands for higher pay as the
economy recovers. There is

also scepticism that the gov-

ernment will stick to its policy
of keeping down wage rises

among its own employees.
More than a third of the 337

businesses polled in the survey
think the year-on-year increase
in the retail prices index will

rise above 4 per cent by next
June. In the year to last month
it was 1.2 per cent, the lowest
for nearly 30 years. The
response implies that the Trea-
sury may have problems keep-
ing its measure of underlying
inflation - the RP1 excluding
mortgage payments - under its

4 per cent target
In a surprising result, 86 per

cent of companies in the sur-

vey said the current level of

interest rates, held at 6 per
cent since January, was “not
hindering” their businesses.

Underlining general eco-
nomic uncertainties, 45 per

cent of businesses expected the
next move in interest rates

would be up, while 49 per cent
said they would come down.
The survey, conducted last

month, comes after comments
from some economists that
inflation is dead. “There is

very little evidence that direc-

tors believe that inflation is

being brought under control

once and for all,” the survey
says. Only 7 per cent expected
retail price inflation to be less

than 2 per cent by next June.
While many businesses are

relaxed about the prospects of

high import costs forcing up
inflation, the survey focuses on
worries that prices throughout
the economy will shift up

during the next pay round.
This is partly due to the

repercussions of the long
period in which private-sector

wage settlements have been
kept low, while a 1.5 per cent
ceiling has been enforced on
pay rises for government
employees. Over the next six

months. 38 per cent of compa-
nies expect to give a pay rise,

with a further 16 per cent
anticipating one in January.
• National Savings contrib-
uted £220m to government
funding in June, although
£195m of that was due to

accrued interest. Net sales

were just £25m, with gross
sales of £604m offset by repay-

ments of £579m.

By Peter Marsh,
Economics Correspondent

LOW manufacturing
investment in the late i9SOs

has put UK recovery at risk,

says a report published today
by Midland Global Markets, a
stockbroker.
Too little or the wealth gen-

erated during' the late 1980s

boom went into building up
manufacturing, with the result

that the UK “still does not
have a sufficiently large manu-
facturing sector", according to

Mr Ian Shepherdson, an econo-
mist at Midland

.

The study underlines con-
cerns in the City that Britain's

large deficit on manufactured
goods will increase as the econ-
omy expands. That might put a
brake on overall economic
growth, possibly because a
large deficit could weaken ster-

ling and so lead to inflationary

pressures and higher interest

rates.

Writing in Midland's weekly
circular, Mr Shepherdson says
net investment by manufactur-
ing in the 1980s was low even
by the standards of the 1970s -

generally reckoned to have
been a dire era for the sector.

Net investment, which
accounts for machinery and
buildings written off as obso-

lete or worn-out, totalled 3 per

cent of manufacturers' trading

profits during the 1960s. com-

pared with 10 per cent in the

1970s. In 1985 prices, net manu-
facturing investment during
the 1930s totalled £6bn, after

£26bn in the 1970s.

Mr Shepherdson says that in

other areas - such as in rising

output per employee and a
good record in attracting over-

seas investment - UK manu-
facturing performed well in the

19S0s. However, the promised
overall benefits from such
trends “have been slow in

appearing”. The study warns:

“Rebuilding the manufacturing
sector could take a decade.”

• Stronger business confi-

dence and a growth in the ser-

vice industry in the second
quarter of the year has boosted

hopes of economic recovery in

London, according to a survey
by the London Chamber of

Commerce and Industry.
Nearly half of service compa-
nies said business had
improved in recent months,
while only 15 per cent said

sales had gone down.
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British Railways Board

is considering the sale of its quarry subsidiary

Meldon Quarry Limited

Meldon Quarry, situated in Devon, has estimated reserves ol 100

million tonnes. The quarry has traditionally operated as a supplier

of track ballast to the British Railways Board. Recently the

product range has been expanded to include chippings and other

stone products for sale in the local market.

Any party interested in acquisition opportunity should contact

Mr A. D. £. Gardner: Lazard Brothers & Co., Limited, 21 Moor fields,

London EC2P 2HT. Telephone 071-588 2721 Fax 071-628 2485.

This advertisement U issued by British Railway's Board and has been approved by Lazard Brothers

a. Co.. Limited for the purposes ofsection 57 ofthe Financial Services Act 1W. Lizard Brothers A
Co.. Limited is a member of SFA.
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WHERE TO WATCH
THE FT THIS WEEK
MONDAY
07:45 European Business

Todayf - Daily news,

company results, market

moves and boardroom

interviews.

12:30 West of Moscow f

22:30 European Business Todayf

TUESDAY
07:45 European Business Todayf

(22:30)

13:15 West of Moscow* (18:15)

08:15 FT Reports* (15:45, 23:45)

WEDNESDAY
07:45 European Business Todayf

(22:30)

21:30 Financial Times Reportsf
Managing change a Swiss

Business School offers some
new approaches.

All times are CET
KEY • Sky News fSuper Channel

* Euxonews

THURSDAY
07:45 European Business Todayt

(22:30)

08:15 West of Moscow*

(15:45, 23:45)

13:15 FT Reports* (18.15)

20:00 Financial Times Reports*

(01:00, 05.15)

FRIDAY
07:45 European Business Todayf

(22:30)

SATURDAY
05:30 Financial Times Reports*

08:30 Financial Times Reports f

11:15 West of Moscow •

The Chernobyl Factor, the

future of nuclear power in

Eastern Europe.

(22:15, 02:15, 05:15)

SUNDAY
13:00 Financial Times Reports •

. (20 :00)
19:00 Financial Times Reports t

22:30 West ofMoscow f
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Creating

snow in

Asia
ACER SNOWMEC, a British

company that has developed

and patented a method of

creating snow for indoor win-

ter sports Polities, has negoti-

ated its first International

Snowcentre in Singapore.

The indoor ski and leisure

centre, to be built on the island

of Batam, mil be financed by a
private developer as part of a
£lbn leisure complex.

Phase I of the mam develop-

ment is already completed and
the Snowcentre is expected to

be operating by the end of the

year.

The snow is created by firing

a muiLm-e of water and com-
pressed air Into an atmosphere
of between -3*C and -10°C to

produce snow crystals. A
patented thermal storage sys-

tem reduces capital and run-

ning costs to commercially via-

ble levels.

The project is likely to be the

first phase of larger project,

with negotiations for similar

Snowcentres throughout the

Asia Pacific region at an
advanced stage.

Holiday village
Center Parcs - Scottish & New-
castle's specialist leisure com-
pany - has awarded the major
building contract for its new
holiday village at Longteat to

ALFRED McALPINE CON-
STRUCTION.
The contract, worth CMt.am,

relates to the major part of the

construction programme for

the new village, which is on
schedule to open in the sum-
mer of next year and will cost

in total around £8Qm.

Water projects
BIRSE has secured contracts

worth £17m in the water indus-

try. The largest worth about
£15m, is for Severn Trent
Water and comprises exten-

sions and refurbishment of

Melbourne Treatment Works
in Derbyshire.

The contract includes the
design, supply and installation

of all mechanical and electrical

work. Work is scheduled to fin-

ish in the summer of 1986.

Birse has also won contracts

from Tayside Regional Council
and Invergowrie Waste Water
Treatment Works.

Jamuna bridge development jrjgur
1

HYUNDAI ENGINEERING
AND CONSTRUCTION, based

in South Korea, has put in the

lowest bid of US$22lm
(£147m)to build the 4.8km long

jamuna Bridge in Bangladesh.

The lowest offer for the river

training works came from the

Dutch company, HAMfVan
Oord ACZ JV. Under the first

alternative, with freedom to

procure stones from anywhere,

it bid US$30Sm (£206m) or

alternatively US$269m (£179m)

providing stones were pro-

cured from neighbouring coun-

tries like India and Bhutan.
Rendel Palmer & Tritton,

which has been involved in the

project since 1986. will now
work with Its engineering part-

ners. NEDECO of Holland, the

local RflTigiattefih Consultants
and the Jamuna Multipurpose

Bridge Authority on evaluating

all the tenders received.

The Rendel Palmer & Trit-

ton-led design team has waited

18 months to reach this stage

following the green

the World Bank in

1992 after a two-year review of

the economic return ol toe

project The tender process

was delayed by the decision of

the Bangladesh government t°

re-tender on the river training

works.

A much higher pnee.

US$356m (£237m), was quoted

in the first bid a few months

ago when the contractor envis-

aged procurement of stones

from countries like Malay-

siaand Indonesia. The re-ten

-

dered price has been reduced

by about USJlOOm W7m)
under the option for procuring

stones from, neighbouring

countries.
, _ .

The bridge will be the first

flyprf transport link across the

river, which forms a 15km bar-

rier, separating -the western

side with its fertile north-west

zone, from the eastern side

1 Ganges.

proposed _

JamuM Bridge

* Jamuna-

f. 'isSVva
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*
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tre Dhaka and the primary

port, Chittagong.

The crossing will compose a

bridge structure about L8km

wide, river training works and

road embankments on the

flood plain between the river

training works and the high

banks.

Upgrading offices in Singapore

WIMPEY-WOH HUP, a
Wlmpey Group joint venture
company working in Singa-

pore, has won a £37m contract

from the United Overseas Bank
to cany out extensive struc-

tural alterations and a total

refurbishment to a 32-storey

tower block in the city.

The company's 82-week proj-

ect involves removing the roof

structure of the Plaza 2 devel-

opment to construct six addi-

tional floors of office accommo-
dation and plant rooms. Other

features of the scheme include

the demolition -of a banking
hail which adjoins the base of

the tower and the replacement

of all electrical «"d mechanical

services.
'

The building will be com-
pletely reclad in new alumin-

ium and granite panels. In this

way, Plaza 2, which was built

in the 1970s, will be modern-
ised to reflect Plaza L a newly-

built, 66-storey development on
the same site.

Internal partition walls.

floors and ceilings will be.

removed and upgraded. The fit-

out of all the building services

in the tower 1 including instal-

lation of air-conditioning, fire,

electrical, lifts, escalators and

plumbing services - forms a

major part of Wimpey- Woh
HIV’s contract
When the new work Is com-

plete. Wimpey-Woh Hup will

have created some 39,000 *q

metres of commercial office

accommodation which will be

available for rent

Improving the North Circular Rond
EDMUND NUTTALL has been
awarded a contract to upgrade
a section of the A406 London
North Circular Road by the

Department of Transport Val-

ued at £3L7m, the works are

located at Finchley, extending

23 kilometres along the A406
from close to its junction with

the A1 Falloden Way to a point

400 metres east of its junction

with the A1000 High Road Fin-

chley.

The main works comprise
the upgrading of the single car-

riageway to dual three-lane

standard, but there are several

challenging structures en
route. The most significant Is a
125-metre top-down construc-

tion underpass tunnel which,

with the western approach,

involves around 575 linear

metres of diaphragm wall con-

struction. The tunnel takes the

new dual three-lane carriage-

way under the A504 East End
Road, a highly congested

roundabout junction with the

A406.

Hotel development at Playa del Carmen
GRUPO SURA, the Mexican
company jointly owned by
Trafalgar House Construction

and Grupo Sidek, has been
awarded new work worth more
than PVgm.

The largest is a £12.4m proj-

ect for a 300-bed hotel develop-

ment at the Caribbean resort of

Playa del Carmen in the state

of Quintana Roo. The bed-

rooms will be in a number of

villas set in a landscaped gar-

den and other building work
involves reception areas and a
swimming pooL
In Tlaquepaque, near Gua-

dalajara, Grupo Sitra has a

£6.7m project to build 180,000

sq ft of shopping space and car

parks. The joint development

by American retailer. WalMart,
and Cifra, one of Mexico’s larg-

est grocery retailers, involves

constructing a warehouse for a
bulk discount Aurrera store

and a Sam's Club supermarket.

PEOPLE
Geologist and engineer come on board
N M Rothschild is expanding its small
coterie of managing directors from four to

six, promoting two men who could not be
less like the stereotype merchant banker -
a geologist and a mechanical engineer and
neither educated at Oxbridge.
Welshman Keith Palmer, 45. the grand-

son of a miner, is the bank's natural
resources expert, and has been responsible

for building up Rothschild’s corporate and
project finance business in the energy,
mining and utilities sectors, both in the
UK and abroad. Currently looking after

the British Coal mandate, Palmer (right)

has also brought in plenty of overseas
business; last year the UK merchant bank
was financial adviser on Argentina's
$3.99bn Gas del Estado deal, which was
the largest energy privatisation outside
the UK.
Before joining Rothschild's in 1984,

Palmer, who took a degree in geology from

i M . , v >
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Birmingham University, had spent four
years in the energy department of the
World Bank. Earlier experience included a
year with the IMF, two years in Tanzania
and four years with the finance ministry
in Papua New Guinea. He works within
the corporate finance department; the divi-

sional head, Russell Edey, is already a
managing director.

Meanwhile, John Bishop, the 39-year-old

in charge of treasury and bullion, is a
mechanical engineer from University Col-

lege, London. He spent two years with
Babcock & Wilcox before joining Roths-
childs In 1977, where he has spent his
entire career on the treasury side.

Treasury was the only division not rep-

resented at managing director level The
other mds are Tony Ah, heading up the

capital markets side, Bernard Myers in

charge of international and David Sullivan
running the hanking division.

The bank denies that this round of pro-

motions holds any wider significance in
terms of flagging an heir apparent "There
are plenty of family members around,”
says a spokesman, referring to David de
Rothschild, deputy chairman under Sir
Evelyn de Rothschild, and Amschel Roths-
child, recently elevated to executive chair-
man of Rothschild Asset Management

Non-executive
directors

Sir Keith Bright chairman
of Electrocomponents and
Brent Walker and a former
chief executive of London
Transport Executive, and
Keith Mackrell, Shell’s retired

regional coordinator for the
Far East and Australasia, at

FAJREY GROUP.
Peter Sutherland has

resigned from BRITISH
PETROLEUM and from CRH
following his appointment as
director general of Gatt

David Winterbottom, former
chief executive of Evode, at

i

BARR & WALLACE ARNOLD
TRUST.

Arthur Edwards, a former
director of Kwik Save, at
SHOPRITE GROUP.
Max Ulfane, a director of

. Merlin International
Publishing, and Cento
Vejjanovski, a former director

of the Institute of Economic
Affairs and adviser to the
Peacock committee, at

FLEXTECH; Sir Jack Hampton
and Larry Tindale have
retired.

Edward Hotroyd, chairman
of Holroyd Construction
Group, as president erf LEEDS
AND HOLBECK BUILDING
SOCIETY; Peter Hartley,

chairman of Leeds
Development Corporation, is

rice-president

Robot Brooks as chairman
and Benjamin SMdon. a
director of Kleinwort Benson
Investment, at KLEINWORT
DEVELOPMENT FUND; Lord
Rockley has resigned and
Donald Lawrence retired.

Greg Dyke at
YORKSHffiE-TYNE TEES.

Michaelson moves from MAM
The revolving door at the top

of Mercury Asset Management
took another turn last week
with the announcement that
Bob Michaelson, a director of

the group and chairman of its

North American subsidiary
Warburg Investment Manage-
ment International is joining
Citibank Global Asset Manage-
ment at the end of August

In the past 18 months MAM,
which once had a formidable
reputation for holding on to its

staff, has lost star fund man-
ager Leonard Licht as well as
two other main board directors
Richard Bemays and James
Dawnay.

Neville Bowen, chief execu-
tive of Citibank Global Asset
Management, says the attrac-
tion for Michaelson was the
international nature of his

operation. Based in London,
Citi's new unit created early
last year, manages $68bn in
assets, mostly for non-UK cli-

ents, via 26 investment teams
around the world. Mercury, by
contrast, is a much more
domestic operation. “He has
been concerned with interna-
tional markets all his life,"

says Bowen.
Michaelson, 46, joins in the

newly created role of global
chief investment officer.
Bowen says he, together with a
number of colleagues, had
been determining overall
investment policy up to now. “I
am an investment person and
so that was not a problem, but
what has happened is that we
have been growing so rapidly,
we needed new resources."

In his new job, Michaelson,

who will work from London,
will be managing all the
investment teams, determine
global asset-allocation strate-
gies, and also be in charge of
some of the largest accounts.
Earlier in his career,

Michaelson was a managing
director of Putnam Interna-
tional Advisors in London; he
had also worked for Putnam at
its Boston headquarters from
1978-1981. Joining MAM ;

in
1984, he spent three years in
New York from 1987, returning
to London in April 1990. In his
current assignment he has
been in charge of investments
in continental Europe.

Tony Taylor, chairman and
ceo of Leopold Joseph & Sons
(Guernsey), has been appointed
to the main board.

£8
07' -u

&A ,7;7", ^
sue oi now £8

HNANCTA1. 1 IMtS
J" * a « x i » .

- - •
. \-f

V. :.t : . -

V •

-

1

B5*.

&



Q^>-
"J

V,

v4

n§3pof[

~ : *«s

•- T" V

r Road

Canute

FINANCIAL TIMES MONDAY JULY 19 1993

THE WEEK AHEAD
ECONOMICS

Figures should confirm recovery
TfJTS mbalr i - VTHIS week should brine
statistical confirmation that
the UK economic recovery is
Progressing well, while indus-
trial production in France anH
Italy continues to fan

Provisional GDP figures on
Friday are expected to show
that British economy grew at
an annual rate of about L5 per
cent in the three months from
March to the end of June. Ana-
lysts have been steadily
upgrading their forecasts for
GDP this year, with the Trea-
sury’s latest survey of indepen-
dent economists indicating real
growth of L6 per emit in 1993
and 2.6 per cent next year.
Although official figures give

only a partial insight into the
UK's trading performance (the
June figures for trade with
non-EC countries are out on
Wednesday), all the signs are
that Britain is experiencing a
well balanced recovery.
Figures last week showed

manufacturing output growing
strongly, led by investment
goods production. At the same
time, unemployment has fallen
further while inflationary pres-
sures are subdued.
This week's figures are

expected to confirm that con-
sumer demand continues to
grow modestly, with only a
gradual pick-up of bank and
building society lending

, Such
a recovery may not win many
votes - in fact it may almost

go unnoticed by many people -
but it offers the best chance of
the UK enjoying a sustained
upturn while gradually reduc-
ing its current account balance
of payments deficit

Mr Kenneth Clarke, the
chancellor, should be able to
give a generally upbeat assess-
ment of UK economic develop-
ments when he appears for the
first time before the Commons
Treasury and Civil Service
Committee on Wednesday
afternoon.

On the following day, the
Maastricht Treaty faces a for-

midable parliamentary hurdle
in the UK when the Commons
debates the social chapter and
Labour amendments to govern-
ment policy.

Elsewhere, attention will be
focused on German money sup-
ply. The Bundesbank is expec-
ted to announce the June data
early in the week. If M3 growth
lies within the 4.5 per cent to
6.5 per cent target range, It will
encourage hopes of further
interest rate cats in Germany
that could ease the strains in
the European Monetary Sys-
tem.
The following are some of

the week’s economic highlights
and events. The figures in
brackets are the median of
economists' forecasts from
MMS International, a fiwanHal

information company.
Today: Germany, Mr Ken-

0IC Real GOP growth

Annuat % change,
Buroonafly adjusted

.
1088 90 91 92 83

Soutok Oatastartn

noth Clarke. UK chancellor,
visits the Bundesbank and
speaks about UK competitive-
ness in Munich. Japan, June
money supply (M2 and CD up
L2 per cent on year). Canada,
May wage settlements (l per
cent). Sweden June unemploy-
ment (10 per cent).

Tomorrow: UK, June CBf
distributive trade survey,
building society commitments
(£&9bn), M4 (up 0.4 per cent on
month, 3.9 per cent on year),

M4 lending (£L8bn). US, June
housing starts (L25m), building
permits. Fed Chairman Alan
Greenspan delivers Humphrey-
Hawkins testimony to House
Banking Committee. Japan,
May leading diffusion Index,
coincident index. France, May
industrial production (down 02

per cent). Canada, June con-

struction wage index (down 0.1

percent).
Wednesday: UK, June retail

sales (up Q.3 per cent on
month, 2.5 per cent on the
year), trade with non-EC coun-
tries (£850m deficit). May con-
struction orders.

Thursday: UK, British cham-
bers of commerce quarterly
business survey: provisional
vehicle output US. June Trea-
sury budget ($Sbn surplus);
money supply week ended July
12 (M2 S4.7bn): initial claims
week ended July 17 (337.000);

Alan Greenspan gives Hum-
phrey-Hawkins testimony to
the Senate. Canada. May retail

sales (up adjusted 0.2 per cent
on month).
Friday: UK, preliminary sec-

ond quarter GDP (up 0.5 per
cent on quarter, 1.5 per cent on
year). US, auto sales July ll to

20 (6.8m).

During the week: Germany,
June M3 from fourth quarter
base (6£ per cent), West Ger-
man producer prices (fiat on
month, down 0.4 per cent on
year). Italy, may industrial pro-

duction (down 4Jt per cent on
year); June M2 (up an annual
6.1 per cent), bank lending (up
an annual 5 per cent); July
consumer prices in cities (up
4^3 per cent on year). Japan,
Bank of Japan quarterly eco-

nomic outlook. Finland, June
trade balance.

PARLIAMENTARY DIARY

TODAY
Cotnmonas Queatfona to Wetah
ministara and Chancellor of Che
Duchy of Lancaster.

Education BM, -timetable motion
and Lords amendments.

Lords: Railways BiH. committee.
Disclosure of Interests In Shares

(Amendment) Regulations.

Partnerships and Unflmited

Gompanifla (Accounts) Regulations.

Meat and Livestock Commission
Levy (Variation) Scheme
(Confirmation) Order.

Statute Law Repeals Bfl,

committee.

Select connnitlieesk Defence.

Subject Statement on the defence
estimates for 1993. Witness: Mr
Malcolm Rffldnd, defence secretary.
(2.45pm. room 15).

TUESDAY
Commons:

Defence questions.

3.15pm Questions to the Prime
Minister.

Debate opened by the Opposition
on "the threat of Government
pofldas to the social fabric and the

security of the JndMduaT.

kmUgratton and asylum outers.

Lords:
Pension Schemes BS, report.

Pension Schemes (Northern

Mend) SB, report
Health Service Commissioners

BIH, third reacting.

Probation Service BH. third

European Communities
(Amendment) BH, third reaiSng.

Select committees: National

heritage. Subject: the future of the
BBC. Witnesses: CJassfc FT*
association of independent rwfio

companies; BBC network radio and
BBC regional broadcasting.

(1030am, room 15).

WEDNESDAY
Commons:

Trade and industry questions.

Debate on domestic violence.

Suppression of Terrorism Act
(Application of Provisions) (India)

Order.

Incumbents (Vacation of

Benefice3) (Amendment) Measure.
Private business - Croydon

Ttamflnfc •ant, second reading.

Lords:
Ralways BH, committee.
Select oammfttesK Environment.

Subject: Energy efficiency in

biddings. Witness: minister of state,

department ofthe environment
(9.15am, room 21); European
leptfaMon. Subject: Agriaiture.

Witness: MraOMan Shephard,
minister of agriculture. (11am, room
15); Social security. Subject: Hie
operation of pension ftnfc.
Witnesses: Clay and partners

pension trustees; MCP pensions
trustees; MON pensions trustees;

the Lew debentixe trust (3.15pm,

room 21);

Employment. Subject The
management of redundactea.
Witnesses: Graphical, paper and
media union; NUJ; Minor prop
newspapers (4.15pm. room 20);

Transport. Subject Future of the
railways. Witness: Mr Brian Horton,

chairman-designate, Rafttrack.

(4pm^oom 15);

Paritementary commissioner for

administration. Subject: The powers,
work and Jurisdiction of the
Ombudsmen. Witness: Mr WHHam

WaMegrave, chancefior of the duchy
of Lancaster. (4.15pm, room IQ;
Treasury and cfvfl service. Subject
General economic and financial

matters. Witness: Mr Kenneth
dartre, chancellor of the exchequer.
(430pm, room 8).

THURSDAY
Commons:
Home Office questions.

3.15pm Questions to the Rime
Minister.

Debate on motion on Maastricht

Treaty's Social Chapter.

Lords:

Debate on motion on Maastr icht

1)1081/8 Social Chapter.

FRIDAY
Commons:

Debate on the Environment

Lords:

Statute Law Repeats Bffl, report

National Lottery Bill, third reading.

European fteriiamerrtary Sections
Bffl, second reacting.

Education (Assisted Places)
(Amendment) Ragidations. .

RESULTS DUE

SmithKline expected to be 10% ahead
SmithKline Beeduun, the

Anglo-American healthcare

group, reports its second
quarter results on Tuesday.
Analysts are expecting a

10 per cent rise in pre-tax

profits to £28Qm, excluding any
one-time exceptional items

such as disposals to Wella and
Sara Lee.

The dividend is likely to be
imnhangpri.

Sales are expected to be up
by about 25 per cent in the
pharmaceuticals division and

the group.

Both figures will be assisted

by currencies. Analysts will

be looking for strong growth
from Engeiix-B, the hepatitis
B vaccine, Seroxat, an
anti-depressant, Kytril, an
anti-nausea treatment

Relafen. the non-steroidal

anti-inflammatory for arthritis,

and Augmentin, an anti-biotic.

The latter may overtake SB's
anti-ulcer treatment Tagamet
as the company's most
important drug:

The impact of the healthcare
reforms in Germany and Italy

Drill be carefully monitored,
as Drill the company's progress
in the increasingly competitive
US market
Waste Management

International is expected to
report on Monday interim
pre-tax profits of between £75m
and £80m against fiffiLSm a year
earlier.

The company, floated by its

US parent Waste ManHgwfrwnt'
which retain majority control.

has benefited from its joint

venture Drith Wessex Water

in the UK and from expanding
business in the Far East and
Pacific Rim countries.

Full year profits for the year

ending December are forecast

at about £160m (£144m).

First Technology, a maker
of crash dummies and security

equipment for the car industry,

is forecast to turn in a big

increase In pretax profits to

about £2m from (£0-6m) for

the year to AprfL

UK COMPANIES

TODAY
COMPANY MEETINGS;
BAA, Ouson EBzabstfi II Conference
Contra. S.W..11J0
Foreign & CotonW Smtoar Coo1

,

Exchange House, Primrose Stmt, EC,
1230
BOARD MEETINGS:

Orosvanor Dev. Cap,
(HJ

TOMORROW
COMPANY MEETINGS:
Cabin A Whale—. Growencr House.
Paric Lane, W, 11,00

Coutaukfc, London Marriott Hotel, Duka
Start. W, 10.45

Powrtl Duffryn, Groswonor House, Park
Lana. W, 12X0
Wamtord km, Chartered Insurance
Institute. 20 Aldannanbury, EC, 12-00
BOARD MEETINGS:
RralK
Braaway

Martog Mb.
Rafenoa Security
Interfere

UOnifiV MOSOr /MJCPOfit

Robert Adams St, W.. 11.15
Da La Rue, Savoy Hotel, Strand, 12.00
DunM Mdga. Spencer House. St
James's Place. S.W, 12.00
Stott (EL), RSA.1Z00
Marchant Retafl Grp, Chartered
Accountants Hall, Moagate Place. EC,
11.00
MoPrqato Smeller Co's tncoraa Tot,
Smith New Court House. 20 RanfeMdon
Road, EC, 1130
North West Water. Aimrtaga Centra,
Untaralty of Manchester. ID.30
Osborne & Unto, 304 King's Road, S.W.,
11.00
Unigata, The Dorchester Hotel, Parts

Lane. W, 12.00
Vodafone, The Jnrttaaion at Bectdcrt
Engineers, Savor Ftacs. W.C, 11.45
BOARD MEETINGS:
Ffertta

AM Grp,
Eve Grp.
naming Enterprise bar.

Govett American
Worthington Grp.

BL Andrew Tat

WEDNESDAY JULY tl
COMPANY MEETINGS:
Bertram tfldga. Founders' Hal, 1 CtoBi

Fair, EC, 11.00

CM* Bros, Mteham Road. Martox
Blackpool. 300
Ctrtanfa Mktgs, Caritan House, 33

Trust of Property Shares
Yeoman inv. Tot

THURSDAY JU.Y 22
COMPANY MEETINGS:
Angtan Grp, Merchant Taylors* Hal.
Threadneeda Street. EC, 12.00
BET, Parte Lena Hotel. PlccadUy. W,
11.00
Baboock ML Qrp, Insurance Hal, 20
Aktermanbwy. EC, 12.00

Boota Col, Queen Sbabeth B Conference
Centre S.W, 11.00

BrocMiampton HWga, BracMwmpton
Springs, west Street. Havant. Hants.,
1230
City of London PR, Hanourabla ArtBery
Company, City Road. EC, tYj30
Cohan (AJ A Co, Ctarevftto House. 25-27
Oxsndon Street, S.W.. 12.00
Efamfck. Royal Automobile Club, Pan
Mai, S.W., 1030
Hardy Ofl A Gas, Ptalsterers' HaH, 1

London Writ, EG, UJB
Janto Porter, Stadonem' HaH. Ava Maria
Lana, E.C, 11.00
Kali Enorgy, 4 Cofoga bffl, 6, 10110
BMuflto Street trim, Dmadln House,
25 Ravebon Trerace, Ednbuigh, 12.00

Northumbrian Water, Marriott Hotel,
Metro Centre Gtaanhead, 11.00
RsgaHan Prop*-, Chesterfield Hotel,
35 Chartes Street, W, 11.30
Scape are, Btacicbixn Moat House.
Preston New Hoad. Blackburn. 12.00
Souttmaws, 326 Station Road, Harrow,
Mkfctoeax. 12.00

South West Water, Palace Hotel,

Torquay. Derron. 11.00
Stodriarri Man tntL, Qerpatrick Road,
Briers#*, HenfrawsNre. 1ZM
Yorkafaira Water, Shemotd City Hal.
11X0
BOARD MEETWGS:
Rnate:

Ateruat Prl Inc.

Grahams Rbitocd tnv. TsL
HB & Smith
I I^U— Terh-flnmnunwi m 1 BtiinuiDyy

Southvaal
Throgmorton TsL
Vtaal Rests Exp. A Mnbtg
Western Deep Lawela
WBan Imr. Co.

FRIDAY AH-Y 23
COMPANY MSTINGS:
Cterfcft McfcoHa A Coombs, First Base,
Unit 2, The Grand Union Office Park.

Packet Boat Lane, Cowley. Uxbridge.
11.30

ERS, 23 Great Winchester Street. EG,
11.00
Bacbocomponents, THBunt Room.
21 Kn&ttsbridge, S.W, 12A)
Hemlng Continental Bsoprew Ire
Tst, 25 Copthafl Avenue. EC, 12JX)
NSM, 30 Rental Start. EC, 11UX>
Rewfleut tntL, The trattuts of Dkacure
116 Pafl Mall, W„ 12J0
RotfaA Nolan Computer SanlosA
rtir~n~nl ‘rrmanmiTii lira. UlnmnW
Placa. EC, 12.00
BOARD MEEnNQS:
Rnafsr

|*ii at Tm

.

1.—

,

lfii,lnrwMM. ifCrinoKi0jr

Fbth (OJA)
TVwtay (Btea)

tntartms:

BtGough
Cevertale Grp.

Smaller Cols fere Trt.

Company meeting* an anfluat gentnl
meeting* ladwa otnanrtoa aCrted.

Please note: Reports and axwnbi an
not normoly avstabta urtf sppradMM
etx weeks after tea board matting to
approve Dw preRminaiy rsauks.

DIVIDEND & INTEREST PAYMENTS

TODAY
Airlaw SnMIB Zp
AeeH Brew. Rfe RaWW V2STJHS
Berime on rib. Rato 2001 ksiao

Blue CMemm ADR HL145
Booker ADR 1094
Bnoflpi Inv. Tfet. SLOT

an Enters SJSp
Euopoin Cotouf n
Homing Boo. Hedging tnv. ai5p
Gcpang MCOQ9
MEPCB29P
ScaOMi few. Trt. 1.7p
Tarmac 2Jp
Teecn AOR SOJOB2
Teas taMnvnoMa KliB
Utd. Ktngdom BUM Eich.VO 04.876

Do. 7% tndax4JnliBd Tc 2008 C2te
Vautl2Gp

TOMORROW
Bradford A Btngtay BWg. Soc. 11WK, PI8S
CU1SB
Brfc 8arf iiifeS Dob. 2018 ES.7S
Bye (Wlmbtedon) MK Ua Ln. DSIBB BUI7S
Rsona ADR SH3S07
Myi A Cot Sanaa. Co's i.iSp

Japan AMnea 6% 1008 YSOOCOO
Uatan Pam njp
MAO few. few. Tit Padoge unite Ip

Rig. I

Da, Geared Unto tp
OLbmrnean ip
MM Kam MdH. A7Bp
PcAptumd (CP4 matron
Hcto-Hoyce ADR *0218
TM»4 Lyia 4Jp
TraWga- House 1Jfip

WEDNESDAY JULY SI
ASdns4jap
Bark of NX. I

NtaVB ST 32.71
Borchryi Bk. llndrtwj FSg. Rrtt Moay Qgx
Serin 3 S54JS033
Qndg Stripping Sp
Oo. A Wonvty.
infer Amor. Bdre Yield Fund SPS1
Loads Ponwoe BUg, See. RtO- Rata 1004
D7J4
NaUonal Wenniaww 8k. Undated Vfer. Ross
Nta.S1j023.7G

Neuanerkfer BKIg 80c. Fta. tort 1088 S7TL82
Da Rtg. Rate Ks. 1608 C77.13
Northern Rode BMo- Society Rig. Rote Mo.
IHSm.13
Oknbenk OauuaperMden Kee. Var. Rata Bub.
Ms. 2000 S9CLQ6
Panna7p
a Otp. FB0. Rate Ms V4 E77.13
UnKed Kfergdom 10UK Exert, -as ES.125
WooTwrcti Ettdg. Son. FHg Rato Nts. 1093

C1SS3B

THURSDAY JULY S2
Oertiam ZSp
Britannia BMg. Socrtg. Ftaa S*±r. 2005
C1BJM3.10
DunbS S-25p
Frtiv Piert Sp
Foblne Bobs 3£76p
Mmw SNH Of- SMIl OOLTO SS7.SD
Mkaufalm Crebd ad. Dud Baab 2000p/Bia
MaoutrisH Kaaal 6M Ms VS YBOOjOOO
Hoyrri Bank of Scotland 3p
BortMlna Barren. ADR 502*38
Sweden iSWflk Ln. 2010 187^0
Tokyo TtaMirono 4OS -SB Y12EJ00
TS8 kffi SantuBi Bk. rtdg. Rig. Rtaa zoifi

Si01^8
UStad Mrtgdom 12S Etch. *30/9002 £0
Da 4SS Index -Linked Tr. 2030 £2.1327

Da 1!MS Ttaes Ln. -07 ESS26
Da 11V« Haas 2003/07 EH.876
Da 14S riees 1000 O
WoaMdr BMp. Boa Rig. Rate IfeM Ea.e26.63
Wfewkem & Ebm Dea WrtvafiK Pag. OZaSq
Da S3% Pig. Pt oi.73p

FRIDAY JULY23
Afetcen Davelapmenr Bk. 1 1£S% 2001 CS8250
snort 1323p

Cheater WMramMi Cons «JRJ
Da S.1SH Pf. ElSO
CKy of London PR 2J6p
CPC ML S0L32

Emm Transval Cans MnaeBOiOr
Bavrick Q.iBp

HatMbaartantifei OoM ROJS
Hfeyrlards & UMtanda MSO.0B2S

Hne Melonas ISSSWORM
ITOCHJ ng. Rata No. *07 VB7208
Locker (Thonraa) CL65p

Da A Non-Vig. OJBp
Oaboma A Lada 2fo
nodes Note! Cenarutar JJIfip

Sotaham FtaiSoOdp
time ProducB i2p
TunairtUp
YIB Fhanca (kuaoairi Qtd Srtx Rig. Fk

Nts soo3 leesjo

SUNDAY JULY 23

Brnkera That Now York S0.7B

Debanharts 7M,% Un. Ln. 02417 C3JS2S

Da 7«H Ua 2002AT ELB75
LMWd Kfergdom 129b Tr. 1BB3 EB

Da 1 3N1t> Trees 200UD3 £0875

cara

... A

n

CONFERENCES & EXHIBITIONS

JULY-SEPTEMBER
Pay and Rio
Erast A Young will be bolding Fay and

Fife seminars around the country.

For further information please contact

lane McKoae, Erast & Youngon:

TefcOTI 93) 4750 or

Eh no. 071 928 1345,

PteaM call with any queries.

COUNTRYWIDE

AUGUSTS
Benchmarking - Organisational

Performance & Improvement
A practical one-day seminar/workshop.

lead by the authors of the forthcoming

Emm^-Tginci Barinm SgjgJanfc oo

Benduuaridng,
Contact: Sufli BenddL Sendees Ltd.

Td: 0602 4557S5

Fa: 0602 817137

LONDON

AUGUST 5-8

The NEC August Fair

With a theme of ’Antiques For Everyone’

this fair will consist of 500 Exhibitors

showing a broad range of antiques, Bne an

and ob/el d’art. Ail exhibits will be

examined by the Honorary Vetting

Committee. Open 2pm-9pm (5 Aug)

llam-4pa (fi/7 Aug) 1 Jnm-fipm (8 Aag).

Enquiries: Colban -

Centre Exhibitions

TbL 021 730 414] (ext 2760)

BIRMINGHAM

AUG 10 & AUG 12
ETC and Beyond?
Miii.Bffeti.dwff rhe BaqK of ftgUri
mail TWVC vn ETCT.To discuss tins and

ifliifd Thomson Flintnrill Services

ire sponsoring two industry fornms where

ETC and its ftnnre direcUon will be

discussed. Both forums feature guest

jpeakens from the industry.

Contact: Jennifer Jones, TFS

TO: 071 815 3735

Pax: 071 B15 3754

LONDON & EDINBURGH

SEPTEMBER 5-9

Design Renaissance
A three day programme pins releied

meetings snalysing the process and

paedee of design in effective strategics

for growth. Leading designers and

representatives of industry from

throughout the world will present

forecasts, case studies and analysis.

Cantata: Design Renaissance

TO++(0)41 553 1930

Fax ++ (ti) 41 552 051

1

GLASGOW

SEPTEMBER 15

Change- A Business

Imperative
Nolan, Norton ft Co. one day

1

seminai/partfeipstive workshop for Qom

Executive*, Finance Directors and

Business Managers. Focusing on

pngmatic and real-worid experience ot

issues associated with managing mgjor

te Merfelim H«eL Pi«a«Hb. tendon.

Can lisa Williams

TO 071 832 8295

Fta071 832 8650 .LONDON

SEPTEMBER 27
Financial Reporting In the UK
The third FT meeting on the ASB’s
proposals for cbaogiag accotroiing

standards in the UK the conference wiD
review the changes and Ibeir impact on

repotted company profits sod balance

afaceta. Enquiries; Financial Times

TO 071 8149770
Fax: 071 873 3975/3969

LONDON

SEPT 29/30 & OCT 1

The Health of Nations 1993
Health of NatIona: Demand. Cost A
Efficiency on policy issues and impact on

providers, suppliers and investors. James

Watson. Rolf Krebs and Lady Cnmherlege

address ibis international conference

sponsored by The Wall Street Journal

Europe, medical, pharmaceutical, health

care bodies, consultancies and banks.

Information: Chyforum Ltd

TO 0225-466744 Fax: 0225442903

EDINBURGH

OCTOBER 4 & 5
International Conference on
Saudi Arabia
Convened by The Royal Institute of

InicntaiionaJ Affairs and sponsored by

The 5Uudi-British Bank. To be held at

finiimn House, London.

Enquiries: RDA Conferences. The Royal

tnaiiiuii- of International Affairs, Chatham

House. 10 St James's Square. London

SW1Y4LE.
TO 071 957 5700 Fax: 07 1 9575710

LONDON

OCTOBER 5-6

The Frfoghteonnectton

Conference & Exhibition '93

A conference examining transport refocus

and opportunities affecting road &
railfreighi movements in Europe.

Covering combined transport, toad

fkMging, railfreighi privfrisntion, channel

tunnel developments. Speakers include

Roger Freeman MP, Sir Alastair Morton.

Graeme Dnnfop-Conacb brio Dale, The

Waterfront Partnership

Teh 071 730 W30 Pax: 071 730 0460

MANCHESTER

OCTOBER 11 & 12
,

"

The 2nd Annual Russian Gas
Conference: Opportunities for

Trade and Investment In the

Russian and CIS Gas
Industries
Convened by The RITA. The Centre for

Foreign Investment Privatisation,

Moscow, Petroleum iueUigaaca Weekly

and Russian Strategic Services.

Enquiries: ROA Conferences, TO Royal

Institute of ImenraAMa! Affairs. Outturn

House. 10 St James's Square, London

5W1Y 4JLE

TO 071 9575700 Fax: 071 957 5710

LONDON

OCTOBER 15

Repetitive Strain Injury

Charter House Conference and

CfrtUtHjtjictriooS Company present one

day conference on 'Repetitive Strain

Injury - Advance*’, to be held at The

London Pfeaa Centre.

For further Information, please eonnet

SmtT"yte“m '“2435
LONDON

OCTOBER 18 & 19
International Packaging and
the Environment
This conference will look at legislation

and tbo opportunities and problem* feeing

the packaging industry sod its otBonwra
Co-operation in the packaging chain,

recycling or Incineration, and
opportunities for new uses of resources

wiD be examined.

Enquiries: Financial limes

Tel: 0T1-814 9770

Fax: 071-873 3975/3969

LONDON

OCTOBER 20-21

Know Your Competitors
Competitor Inlelltgeoce A Analysis lac.

Benchmarking

A practical two day seminar/worlcsltop

from the UK’s No 1 specialists. Practical

case exercise, successful case studies.

Quest speaker who is bead of a major
company’s intelligence mriL

Contact: Patricia Donnard

EMP Intelligence Service

TO 071-487-5665 Fax:071-935-1640

LONDON

OCTOBER 29
Medical Negligence
Charter House Conference and
Conrarunlcations Company pceseot their

2nd one dey Medicine and Law
conference entitled ’Medical NegHgence’.
to be bdd al TO Cafe RoyaL

Chairman: His Honour Judge James
Pickles.

For further information, please contact

Sarah Taylor on 07 1 606 2435

LONDON

NOVEMBER 14-16

CGI National Conference
Sessions Include - UK Economy. Europe,

World Trade. Governmen l/Indulry
partnership. Training and EmploytnonL

include Kenneth Oatfce. Jaqnea

Delors. Michael Heselline and John

Smith.

Contact Special Events department CBI

TO 071 3797400 Fax: 071 497 3646

HARROGATE

NOVEMBER 16 & 17
World Baetrlefty

TO aim ofthe meeting, (he seventh in an

nn.ui series, is to provide a high-level

forum lo discuss issues of concern to

electricity utilities and review

developmous in a number of key markets.

Enquiries: Financial Times

TO 071-814 9770

Fax: 071-873 3975/3969

LONDON

INTERNATIONAL

SEPTEMBER 3-6

MACEF Autumn 93
International exhibition of housewnre,

crystal, ceramics, gifts, silverware,

jewellery, precious and semi-precious

Stones, small electric appliance*.

For further inforuHUion. contact:

Ficra Milano. Lafgo Domodossoin 1,

20145 Milan, Td (39 2)49971,

Fix (39 2) 4997 7179 or UK contact:

OTSA Lid.Td 071 486 1951

MILAN

SEPTEMBER 10-13

MODfT, 1994 Spring-Summer
collections of ladies' wear.

Reserved for trade only.

For further information, cootact:

Ficra Milano, Largo Domodossola 1.

20145 Milan, Tel (39 Z) 49971.

Fax (39 2) 4997 7179 or, in the UK,
contact: OTSA Ltd.Td 071 4861951

MILAN

SEPTEMBER 10>13
SPOSA ITALIA 93
International presentation of the 1994
bridal collection. Reserved for trade only.

For farther information, contact: Fieri

Milano, Largo Domodossola 1, 20145
Mom.TO (392)49971 Rue (392)4997
7179 or. In the UK, contact: OTSA Ltd,

TO 071 486 1951.

MILAN

SEPTEMBER 11-13

U1GAM, International

Footwear Exhibition
Reserved for trade only. For farther

information, contact: Hera Milana, Largo

Domodossola 1, 20145 Milan,

Td (39 Zl 49971

Fax f39 2) 4997 7179 or, in the UK,
contact: OTSA Ltd,

TO 071 486 1951.

MILAN

OCTOBER 14-15
EUROAID ’93 Conference

European CommunityAW for

Development
Aid Programme opportunities for EC
companies (40 billion ECU by 1999) in:

Africa, Caribbean, Pacific, Asia, Latin

America, Mediterranean, Central A
K»cn-ra Europe and CIS.

Contact: Soci£t£ CMndrale de

Dtfvctofpftniftni S_A.

TO +32 2 512 4636 Fkc +32 2 5124653

BRUSSELS

OCTOBER 20-23 *

Seventh international

Reinsurance Congress - Chaos
or Contusion?
Hawttsmera in association with Coopers

& Lybrand have assembled together key

reinsurance professionals to provide the

practical advice and guidance you need to

pmiwi in this ever-changing iodurtry.

Enquiries:- Nina &Mnfidd-Hiwiuucn
TO071 824 8257

BERMUDA

NOVEMBER 8-10

After tiie Recession -World

Commercial Aviation at the

Crossroads
Iho conference wfll focus on the great

changes tint are raking place in the world

antinc and aerospace industry. The impact

of globalisation and multilateralism will

be aaacascd as well as the mawnfiirturera1

role in meeting future akcraft demand.

Enquiries; Financial Times

TO 071-814 9770

Fsje 071-873/3975/3969

DUBAI

REPUBLIC OF TUNISIA

MINISTRY OF TRANSPORT

ACQUISITION OF EQUIPMENT NECESSARY
FORTHE TECHNICAL CONTROL OF CARS

INVITATIONTO
INTERNATIONAL TENDER NO. 02/93

The Ministry of Transport wishes to renew the equipment

of its technical checking centres, and is launching an
international invitation to tender to registered suppliers of

the necessary equipment for the technical control of cars.

Interested suppliers can obtain the tender documents
from (he Central Office at the Ministry at Rue 8006, off

Av. Mohamed V - 1030 Tunis, upon payment of 100
Tunisian Dinars.

The deadline for presentation of bids is 15 September

1993 (the date of the postmark proving it).

LEGAL
NOTICES

Na 00X03of (993
IN THE HIGH CnmiT OF JUSTICE
CHANCERY DIVISION

IN THE MATTER OF
CONDON AMERICAN VKWTURES

trust rue
(is be renamed

i Growth Trims Tlri

INTHEMATTER OF
TOE COMPANIESACT 1985

NOTICE IS HEREBY DIVEN Uuu • PetldoB

waa on 23rd Jus 1993 presented lo Her
Majeaiy’* Ui|t Conn or Jutlcc far lie
nMiinn^inii afOar foduGikai of ftcraphal of Ac
•bovt-mentioned Cwnpeoy from £43,7S3.S.T7 a>

£H.lL3JU4A2 by (Oanfev capital -trick b in

exceia of the want* of the Company ef an
iggicgue nemi aal amamt of £17.971.887 and

ubmeditaR capital by aniggNgim neuter
£32^39.90238.
AND NOTICE IS FURTHER OTVEN Out the

Petition is diieciul lo be hoard before Mr
Kegmrir Bnddcy a the Royal Court* of Jmtfcse,

Strand. Lnodoo WC2A 2LL o* Wedoeatey the

28a day of lafy 1WJ-
ANY creditor or ibareholdcr* of the said

Company desiring to oppose the nuking of aa

Onfer be Ac ef ibo —id redoctitai

ofcapaal thodd epp*— a As rh— ef heraiag In

penoa or by Garold fen that pupate.
A eepy of tbe said JVdtiea, wfll be brabhed to

aay toch permon rcquiriag the tame by the

wdennentiooed SolidKW <w paymart of the

ifgntak-d drarge lor Ibe one
Data th» 7th day of Jnfy 1993

Corddens of 22 Tartar Street

Lnodoo BCCYOO
(RcEHWflSC)

TO ADVERTISE IN THIS SECTION PLEASE CALL ALISON PRIN ON 071 407 5752

Commercial

Property

appears every Friday.

For full details please call

Dominic Morgan in

London

on 071 873 3211

or JoAnn Gredell in New
York

on 212 752 4500

Na 00064or 1993

IN THE HIGH COURT OF JUSTICE
CHANCERY DIVISION

IN THE MATTEROF
WATKRGlADK £NTKHNATFONAL

houuncshc
AND J7VTHE MATTER OFTHE

COMPANIESACT ISSS

NOTICE IS HEREBY GIVEN that a Petition

was ob b My 1993 preseaied to Her Majesty*

Hfe-ta Coot of lattice Cot tbe cra ifinnatieo of (i)

the reducthw of the Share Capital of tfes above-

named Company from £14,866.301.00 to

£1.003^05.4 1 and (U) the cancelbrioii of the

Share Prenriom Aooooai of tbe said Company rf

13,79^16086.

AND NOTICE IS FURTHER OIVEN tint the

rod Petition is directed to be heard before Mr
Refbtirr Buckley al the Royal Cron* of Juries.

Strand. Loodoo, WC2A 2LL on ‘Wednecday 28

My 1993.

ANY creditor or shareholder of the said

Company desiring id oppose the of an

Order Cor Ac confirmation of the sod redaction

of Share Capital and cancellation of Share

Preatinm aecown rboald appear al the time of

headng Ia P^saaarb7 CcuB>e,Iarl,,a Pai|PDla-

A COPY of tbe laid Petition will be fiiralibed to

any each peraon impiinag the same by the under

mentioned anfiritoti on payment of the regniatrrt

cbrngi for the are
DATED ihia 15th day of Jely 1993.

Bcrwta LB^on,Adchidc Horst; Loodoo Bridge,

EC4R 9HA CReE ILflimJ/W193«3Wrl)

SoBrimm for tbe above earned Oamproy

In the High Coart of Jerelcc D0S82Dof 1993

Chaneery Divtafem

INTHE MATTER OF
THE ALBERT FISBES CROUP PLC

AND
CV THE MATTER OF

THE COMPANIES ACT IMS

NOTICE IS HEREBY OIVEN that a Petition

was m iho 25A day of Jobs 1993 prorated to

Hot Majesly'r High Cowl of JnMlce for the

cosfinnarioo ofthe redaoioo of Shan freutan
Aceomaof the «aid Comptey by fSOjQOOjnQ.

AND NOTICE IS FURTHER GIVEN that the

aid Fttitioa is directed to be heard before Mr
Rctzmar BtcHcy at the Royal Conita or Jnreicc,

Strand, London WC2A 2LL oo Wedaeatay the

2&bdqreflniy 1993.

ANY CREDITOR or Shareholder or the raid

Compaay dtflriag u oppou the making ofn
Older far the cudlmuaoa ef the tad tedaction

el to Share Pteatium Aecotnc titoald appev at
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FT CONFERENCES
WORLD MOTOR
Frankfurt, 8& 9 September
Timed to coincide with the Frankfurt Motor Show, the

meeting will focus on the European, US and Japanese
motor manufacturers and how the industry is responding to

the economic dimate.

FINANCIAL REPORTING IN THE UK
London, 27 September
The conference will review the changes and their impact

on reported company profits and balance sheets.

WORLD MOBILE COMMUNICATIONS
London, 28 & 29 September
The forum will look at mobile communications growth and

technologies as well as the development of a mass market

personal communications system.

FT-CfTY COURSE
London, 4 October - 22 November
The objective of the Course is to provide an understanding

of all aspects of the operations of the City and the factors

that make it a pre-eminent financial and trading centre.

RETAILMG-NEWOPPORTUNTTES, NEWCHAUJENGES
London, 12 & 13 October
The conference will review the opportunities and
challenges facing the Industry, consider partnerships and

customer needs as .’well as performance and profitability.

INTERNATIONAL PACKAGING
AND THE ENVIRONMENT
London, 18 & 19 October
Co-operation in the packaging chain, recycling or

incineration, and opportunities for new uses of resources

wOl be examined.

AFTER THE RECESSION
WORLDCOMMBK^AVIATIONATTHECROSSROADS
Dubai, 8-10 November
The conference will focus on the great changes that are

taking place in the work) airline and aerospace industry as

well as the manufacturers' role in meeting future aircraft

demand.

WORLD ELECTRICITY
London, 16 & 17 November
The seventh in an annual series, this meeting will provide a

high-level forum for utilities and their regulators, as well as

suppliers of equipment and services, to discuss how they

are responding to a more competitive environment

THE FIFTH FT PETROCHEMICALS CONFERENCE
London, 22 & 23 November
This year's meeting will examine the challenges currently

facing the petrochemical industry, and developments in key

markets.

All enquiries should be addressed to: Financial Times
Conference Organisation, 102-108 Clerkenwell Road,
London EC1M 5SA. Tel: 071-814 9770 (24-hr answering

service) Telex: 27347 FTCONF G, Fax: 071-873
3975/3969.
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]|||| AS HEAD of the
regional Communist

JIS Y°uih League nine—,^r^rr _ years ag0| Viktor
Korovin incurred

the wrath of Boris

Yeltsin. IBs offence

was to have sent his

deputy to a meeting

with the man who
was then regional

Communist Party boss. As chief

executive of newly-privatised Ural-

mash, Russia's biggest heavy engi-

neering company, the 40-year-old

Korovin still believes it is “to a
leader’s credit if he has a deputy

who can replace him”.
Delegating responsibility is a key

component of his strategy for over-

hauling a flagship of Stalin’s indus-

trialisation which last week cele-

brated its 60th anniversary in
President Yeltsin's home-town of

Yekaterinburg.
The managerial challenge of

adjusting to the chaotic market
reforms sweeping Russia are formi-

dable. But if there is anyone capa-

ble of handling them, it is Korovin,

who has already displayed shrewd
and energetic leadership since tak-

ing on the top job at Uralmash
(Urals Heavy Machine-Building Fac-

tory) 14 months ago.

Korovin’s self-deprecating man-
ner and boyish - almost scrawny -

appearance only thinly disguise a
relentless workaholic.

Sitting in a spartan office over-

looking the railway that criss-

crosses the Uralmash factory, he
says human challenges outweigh by
Ear the severe problems of worn-out
plant and equipment, financial cri-

sis and government interference.

His workforce has been reduced
from 38,000 to 29,000 since he took.

over, with 5,000 leaving of their own
accord and 4,000 made redundant
The administrative staff have been
put on a four-day week and the
level of activity at the plant is a
shadow of what it was under the old

state planning system when, as he
puts it “demand for our products

was artificially high". Further job
cuts will "depend on our success in
the market”.

Since he was elected to run Ural-

mash in a contest with four other

candidates, he has appointed
like-minded men of his generation

as directors for marketing; person-

nel. production and finance. He has
given them full responsibility and
freedom, dumping the hlghly-cen-
traliaed system that continues to

exist within most enterprises in the

former Soviet Union.

"Russians are in no way inferior

to Germans or Italians,” says
Korovin, who worked for an engi-

neering company outside Frankfurt

in 1990, and then headed Ural-
mash’s joint venture with Austria’s

Voest-AJpine.

“The only difference was that the
economic framework in which peo-

Delegate
and rule

In a new series on Euromanagers
Viktor Korovin of Uralmash in

Russia, talks to Leyla Boulton

Viktor Korovin: a relentless workaholic who leads from the front

pie have worked has been all

wrong. My task is to change this,

and then you can really expect mir-

acles from people.”

In an attempt to compensate man-
agers for pay that is demoralisingly
low by comparison with the for-

tunes befog made by new entrepre-

neurs, options on 5 per cent of Ural-

mash stock have been set aside for

them. Korovin’s salary, set when he
was appointed at 5.6 times the pre-

vailing average wage at Uralmash.
is equivalent to $200 (£134) a month.
In a move to improve shop-floor

incentives, he plans to give the dif-

ferent sections of the under used
plant enough autonomy to take on
additional contracts and use the
profits as they wish "to re-equip,

expand, or even increase wages”
Even though he claims not to

enjoy it, he says the recipe for earn-

ing the respect of a workforce at

large gatherings is to “talk very
sharply, crudely, even, shouting at

'

times”. Faced with constant strike

threats over low pay, his reply has
been “go ahead and strike, your pay
win be even smaller”.

To cope with theft of factory
materials he has set up a security

force to patrol the 5sq km plant
There is little else he can do when
his low-paid workers have even
managed to smuggle out copper
through the plant's sewage system.
Notwithstanding his enthusiasm

for delegation, Korovin is a man
who is capable of from the
front

In his fight for new markets to

replace dwindling state procure-

ment orders, he last winter led a
consortium of Russian companies
which fought for and won a con-

tract to supply mining and trans-

port equipment to Russia’s $lbn
Udokan copper development proj-

ect He is now looking to expand
exports of mining equipment to

China and is frying to latch on to a

variety of mining and oil projects

within Russia.

Most factory managers in Russia

jump at the chance to visit the US
on a business trip. But Korovin has

left Uralmash’s finance director in

charge of negotiations with the US
groups Caterpillar and National Oil

Well for a joint venture in the pro-

duction and marketing of oil dril-

ling equipment
Rather than run to the govern-

ment for wage and other subsidies,

as some privatised companies are

continuing to do, Korovin is push-

ing ffo the state to take on the

financing of the cheap housing, kin-

dergartens and other services that

Uralmash provides. Korovin Is des-

perate to shed these nonproductive

assets which he says amount to an
invisible 30 per cent tax on profits.

He has stopped buffing housing for

workers, even though it has long
been the tradition that staff receive

their own apartment after 10 years
service.

At the root of the efforts to keep
down costs is a desperate desire to

save jobs and avoid what he calls a
“social explosion”. As Kakha Bea-
dukldze, a wealthy entrepreneur
who bought 1&5 per cent of Ural-

mash shares says, there is a “need
to stop unemployed workers from
smashing up the plant”.

Korovin says the government’s
biggest mistake is faffing- to create
jobs and he criticises politicians for
interfering with his new freedom.
One grampia is the finery ministry

instructions telling fo™ to himrii a
capital increase. Korovin insists it

should be his responsibility to
decide the terms and the Birring

,

even if the government still has 20
per cent of the equity.

Instead <rf trying to micro manage
companies the government sVm'M
get on with its job of removing mar-
ket distortions.

"There Is demand for our equip-

ment but the crisis is structural.

Our customers — steel wwnpamgg
and coal enterprises, for example -

have capacity which most die. But
they're trying to maintain every-
thing and that's why we are not
being paid.”

Those customers that have money
have insufficient incentives to re-

equip. “Stop piling up your money.”
Is his sales pitch tO tham “It’S Hma
to start buying equipment other-

wise you're bad managers and any
decent capitalist wifi, wipe you out”
Motivated by the same ambition

and energy which propelled him to

the top of the old Communist sys-

tem even though he now believes in

a completely different ideology, he
works 14 hours a day, six days a
week. “I know that's bad,” he says,

as he chain-snakes his way through
a packet of Marlboro cigarettes.

“It's much better to be fresh for the
next day. Bat all I have time for is

to sleep a little and spend Sunday
with my family ”

L
eaders who tty to achieve

radical change in their

organisations almost
always face vilification at

the outset- They are denounced

with especial venom if most of

their employees can see no exter-

nal crisis, and so no great need for

change. They are cursed to the

rooftops if they try to enforce it by

dictating new ways of working,

rather than by first creating a

broad and deep consensus on what

needs to be done.

This phenomenon has plagued a

string of tough-guy business lead-

ers who have taken their organisa-

tions by the scruff of the neck over

the past decade and tried to haul

them screaming into the world of
)ntA 20th century management.

Consider, above all. Jack Welch
of US General Electric. Since the

late 198GB he has been recognised

for what he is - one of the most
effective transformational leaders

of our age. Starting brutally in

1981, he yanked GE out of its Illus-

trious, but over-confidentpast and
turned it into one of the few large

US corporations which has a
decent global market share in

many of its businesses.

Six years ago much of his organ-

isation still spat blood at him.
“Mad Jack” and “management by
fear” were just two of the politer

epithets about his style which ech-

oed around GE — and outside it

But he then mended matters by
showing he had learned the need
to accompany "hard” change (or

follow it) with “softer” measures to

i
change the corporate culture.

These included several continu-

ous efluratinq initiatives, and also

a highly participative “workout”
programme of removing needless
rules and work procedures. GE is

i now home to some very fan-reach-

ing employee “empowerment” suc-

cesses. Other companies have
learned from its experience, accel-

erating their change processes -

and defusing early opposition - by
introducing “hard” and “soft” ini-

tiatives in parallel.

If Welch has listened to US Pub-
lic Service Broadcasting (PBS) over

the pest week, or perused the Brit-

ish press - which he does often -

he win feel some sympathy for an
equally high-profile UK chief exec-

utive who has now landed himself

in a similar position, attracting

complaints of “Stelixrism”.

But Welch's sympathy will be
limited, because his counterpart is

a less effective leader and his prob-

lems are partly Rgif-madp

The man in question is John
Birt, who seven months ago took
over as director-general of
Britain's nearest equivalent to

PBS, the British Broadcasting Cor-

poration.

For the benefit of readers who

A risky

exercise

at the

BBC
Christopher

Lorenz on John
Birt's dilemma

are not fixated by the regular spate

of storms at the BBC, a summary
of Birt’s situation is required. He is

trying to achieve something far

harder than the loosening-up exer-

cise which Welch performed on an
over-controlled GE: Birt has to cre-

ate a tightly managed enterprise

out of a loose, pubhosector collec-

tion of fiefdoms which have
thrived in creative terms for

decades - but with manifest finan-

He is failing to apply
properly US and

European experience
of how to lead

transformational
change

rial waste - beneath an ineffective,

committee-ridden bureaucracy.

Behind this attempted revolution

lies Birt's twofold mission: to

ensure that a traditionally hostile

government is so struck by the

BBCs sudden surge in cost-effec-

tiveness that it renews its charter

in 1996, together with its prime
source of financing, a licence fee

levied on every TV user; and to

shore up the BBC’s market share

against an ever-rising flood of rival

TV and radio stations.

Birt's prime method of change
has been to force through the cre-

ation ofan (over-fragmented) inter-

nal market through a procedure
called “producer choice”. This is

an unfortunate term for what is, in
effect, a cost control mechanism.

If Birt were to ask Welch for

advice on his predicament, he
would receive some tough-talking
- not about what he is trying to

achieve, but about how. Far Birt

has made a series of mistakes
which are fundamental to the
(TnisVmanagwngnt of change. Some
spring from his imrnrnrrmrnratim
arid uninspiring public persona -

an utter contrast with Wdch and

other successful “changema^s .

Other errors flow from the adtfce

he has been given by some of the

accountancy-based

consultancies on which he

has relied to an excessive

e
*Most fundamentally, he is foilfog

to apply properly modem US and

European experience of how to

lead Sansfonnabonal change. In

the UK, all sorts of private and

public, sector arganisatiaps, from

BP and Id to hospitals schools and

even a few Tool anthontfes. are

achieving uncomfortable change

by setting a tojHtown direction,

and then stimulating the enthua-

asm, partiripation and initiative of

their staff- Birt did help spark a

year-long consultation exerase

before he took over, but it has

foiled to create much consenwm-

Nowhere was tins more evideit

last week than in a newspaper

article by one of his top advisers,

David Hatch, which reeked with

language about “we” and “them

(as in “we will tell them.,.” and

“their lack of uncertainty about

our objectives” - my italics). It is

hard to imagine a less effective

way of preparing the ground for

the sort of "ownership” or “buy-in

which any programme of change

must create if it is to succeed.

That is done not by diktat and

cursory “sheep dip” re-training for

staff, but - as atBP - by co-opting

change agents among existing

employees at all levels, and inspir-

ing rather than ordering them to

enthuse their own colleagues in

turn. For this to work, open debate

must be encouraged; it can be dis-

creetly “facilitated” and kept

within bounds.
If all tins has proved necessary

to accomplish change in multina-

tional machine bureaucracies, it is

even more vital in a creative

“know-how” organisation such as

the BBC. Birt's apparent failure to

recognise this so for - or to apply

it effectively - has contributed

heavily to the very poor state of
’ staff morale which was all too evi-

dent in the employee attitudes sur-

vey published on -Friday.

Birt and his advisers have also

shown poor judgment on two other

counts: his special personal salary

arrangements, and those of other

top staff; and last week’s seeming
shift of the BBCs business strat-

egy away from Birt’s initial up-

market focus - a shift he then
denied.

Some employees will always
resist change. But for most to

“buy-in” to it, they need faith in

tiiefr leader as an individual and in

his strategic vision.

Welch built both in spades.

Birt’s lade of them could yet be his

undoing.

SIEMENS

Everyone's talking about

mobile phones.

We helped to invent them.

Mobile phones give you a new
sense of freedom -a freedom which
is onlyworth its cost if you can
depend on your terminal equip-
ment. Siemens mobile telephones,
made by European experts in the
mobile telephone field, set new
standards- 12 network operators
in 11 of the 18 European countries
with mobile telephones have now
decided in favorofSiemens digitaf

GSM network technology. Our
designs forthe shape and function
of mobile telephones and our
development in network technol-
ogy have been adopted worldwide.

Today, this lead in know-how is

reflected in every Siemens termi-
nal. it expresses itself in the range
of functions and in convenience,
reliability and service.There is a
good reason why we have devel-

’

oped and manufactured vital

modules of our mobile telephones
ourselves - the Siemens mark on
the outside is the guarantee of
quality inside.With qualityyou can
depend on,whysettle foranything
less? Not every digital telephone
network in Europe is from Siemens
but with a Siemens terminal you
can be sure of achieving maximum
convenience and reliability.

For example, the robust GSM
portable or the compact GSM
handheld with completelynew user
prompt functions.

Formore information, please contact

:

Siemens AG, GSM-Info Center,

Fostfach 234 MB. FT D-90713 Fiirth,

Germany

Siemens

mobile telephones -

the ultimate choice.

O L
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REPUBLIC OF LEBANON
MINISTRY OF HYDRAULIC AND ELECTRICAL RESOURCES -

COUNCIL FOR DEVELOPMENT AND RECONSTRUCTION

ANNOUNCEMENT FOR PRE-QUALIFICATION
FOR THE

SUPPLY AND ERECTION OF TWO COMBINED CYCLE POWER GENERATING PLANTS

Within the framework of priorities of The National Programme for the Recovery of the
Infrastructure, the Government of Lebanon, acting through the Ministry of Hydraulic and
Electrical Resources invites applications from suitably qualified* international power station

contractors to pre-qualify to tender for the supply and execution on a tum-key basis, of two
Combined Cycle Heavy Duty Power Generation Plants.

The two power stations will be erected at Zahrani in South Lebanon and Beddawi (I.P.C) in

North Lebanon.

The total generation capacity at each site will be around 415MW plus or minus 18%
(I.S.O.) 50 Hz.

The gas turbines at each site will operate at a first stage on Diesel-Oil, then at a second
stage on Natural Gas.

The Tum-Key projects at each site will include:

A. Engineering Studies with:

- Site investigation

- Civil engineering

- Equipment

- Fuel storage

- Environmental protection.

- Work planning
B. The criteria which will allow the calculation of a cost estimate of the produced kwh

using a given fuel, and the cost of converting the equipment to allow for the use of
another fuel according to a programme to be fixed at a later date

C. The supply, shipping and commissioning of the complete combined cycle equipment

^.S
erfe

2.
OPl

ratin9
,

0rder
' mciudma the necessary spare parts for a rational operation

starting from the preliminary handing over date and extending for three years

T«“°nm3 °f ,he hiflh V°ta9e sui>staUon «WiP".ent «
E. The necessary

_

civil works for each site (sea water intake, plant foundation
administration buildings, warehouses, workshops, access and internal maet<laboratories, boundary walls etc...).

rmemai roads.

F. Training of personnel at each site.

G
- JJjS*

and maiTUenance of the for * period Of three years subject to

Only manufacturers of gas and steam turbines will be pre-qualifled for this tender.

Pre-qualification applications must be on the basis of the ^
prepared by the Council for Development and Reconstruction,
CDR offices against the sum of U.S.$ Five Thousand (S snom J-

y

a ab|e at the

1993 at the following address :

MOd (* 5000) effect,ve Tuesday, July 20th.

Council for Development and Reconstruction (CDR)
Tallet Bderail

J

Beirut - Lebanon

Deadline for returning the duly completed pre-qualification dnn.mar* ^
supporting material Is 12:00 noon (Beirut Local Tim^onM^day 30/^19^

"*** aM re,evant
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Architecture / Colin Amerv

A castle fit to house
a modern monarchy
r ™ 2? SsS’Ss s>“- ,« „ by

ARTS

§ events occurred that
I

.
brought a Mt of Hfe to
the architectural

world. One was that Country
Life,. Uxe magazine with a
first-rate architectural editor in
the shape of Ur Giles Worsley,
announced the results of its
competition, for the rebuilding
of parts of Windsor Castle dam-
aged by fire.

The other was also related to
Windsor Castle, the appear-
ance of a book Windsor, the
Most Romantic Castle by Mari
Gironard, which contains a
chapter devoted to new ideas
for rebuilding the castle’s
burnt-out St George’s Hall.
Both, sets of ideas form the
basis of an exhibition at the
Architecture Foundation in
London, which it is hoped will

then travel to all parts of the
kingdom.
When the smnfcp finally blew

away from the chaired ruins of
the castle after the fire last
November, crowds of the curi-
ous and the Impertinent c*m»
forward with, their views on
what should be done. In fact,

the damage was not as bad as
had been thought. Only the
north-east comer of the Upper
Ward was affected. But it was
a part of the castle that can-
tatas several important rooms.
The fire began in the private

chapel and attacked St
George's Hall, the Grand
Reception Room, the Octagon
Room in the Brunswick Tower,
the Dining Room. Crimson and
Green Drawings Rooms and
the Great Kitchen. It spread
with sickening speed through
the roofs of these rooms, but,

although it damaged the walls,

they are not beyond repair. By
a stroke of good fortune, the
furnishings of these rooms had
been removed for a rewiring
programme and it all survives.

The survival of almost all

. art from these rooms would
seem to make it sensible speed-
ily to rebuild the castle exactly
as it was in before the fire.
But, naturally enough there

have been strange cries from
architects calling for contem-
porary contributions to the
rebuilding. Mr Girouard's book
and the competition entries
from Country Life are part of a
campaign to promote a debate
which tries to relate the
rebuilding of Windsor to the
modernisation of the monarchy
as an institution.

Competitions should be
judged by their results, not
simply by their good inten-
tions. The 10 proposals for St
George’s Hall in the Girouard
book come not only from archi-
tects, but also stage and light-
ing designers. It is a strange
list that seems to demonstrate
how difficult it is for architects
and designers to understand
thepurpose of state rooms, the
role of history and the func-
tions of the monarchy. The
implication is that Wyatt
Ville’s work at Windsor was
dull and there is . little under-
standing of how the castle
works when it is filled with the
colour and glitter of, for exam-
ple, a state banquet in St
George's Hall or a procession
of Knights of the Garter.
The sense of continuity is

the essence of an hereditary
monarchy and the wish of so
many of these designers to
“bring light colour and
change" into the castle may be
almost as destructive as the
intrusion of the media There
should be an element of poetry
about any scheme for what has
been described as “the most
romantic castle” and that is

exactly what is missing from
so man; of the laboured
designs in both competitions.

. The idea of leaving the Great

Mr Rowan Moore, does have a
certain Gothic romance, but
also opts out of the architec-
tural debate. More feasible is

the plan by Roderick Gradidge
to add a steeply pitched roof to
the hall and redecorate in a
rich, almost Puginesque man-
ner. One entrant, Douglas Bin-
nie, has combined his talent*
as an architect and a sculptor
in his elaborately iconographic
schemes, and his Country Life
entry is one of the best pres-
ented.

Of the 10 Girouard schemes,
only two are remotely work-
able. One is Richard MacCor-
mack’s bronze and timber roof,

inspired by but not imitative of
the original Gothic roof of St
George’s Hall; and the other is

by Michael Hopkins, who saw
the decorative potential of the
motif of the Garter Star.

London Promenade Concerts

Elektra

B
ig choral works have
often opened the first

night of the BBC
Proms season, but

this year the director. John
Drummond, chose an opera.
On Friday, we had a concert
performance of Richard
Strauss’s Elektra. which left

the stalwart BBC Singers to sit

patiently for the better part of

two hours before they got any-
thing to sing. But the princi-

pals need to be leather-lunged,
inexhaustible; and on that
score the international cast
could not be faulted.

Nor, really, an anything else
that mattered: any leading
opera bouse would be proud to
have such a team. If this was
not the most memorable Elek-

tra you might hear, it was
impressively strong and bal-

anced. Andrew Davis, who has
become a notable exponent of

Strauss’s more lyrical operas,

conducted the BBC Symphony.
In two or three places, one

missed the vicious edge that
can sharpen the horrific
goings-on, and though Davis
built the final catastrophe
effectively, the gross, hysteri-

cal exuberance of Elektra’a
triumph-dance was a trifle

tame. On a lucky night, once
the murders are accomplished
the music can seem to hurl
itself unstoppably forward into
fatality; the Davis reading was
too nicely controlled for that.

More attention to the “semi-
staging^ would have been wise.

Nobody was credited for it in

the programme, and the sing-

ers seemed to have been left to

improvise it. with some odd
results. When Elektra should
be scrabbling in the earth for

the burled axe - not easy to do
on a carpeted platform! - Mari-

lyn Zschau seized the chance,
understandably, to gulp some
water our heroine seemed to

be pouring herself a stiff drink
before getting on with the
matricide. The Aegisthus. Wil-

liam Cochrane, walked slowly
with a cane, and was still visi-

ble on the exit stairs when he

*#>*•&?4
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T here is, inevitably, a
committee to discuss
the restoration plans
for the castle. A deci-

sion is already made to rebuild
the chapel area in a contempo-
rary way. This area, where file

fire began, was a remodelling
by Sir Hugh Casson of the 1842
chapel by Edward Blore.
Whether a private chapel is

needed at this point in the cas-

tle’s history may be debatable.
The committee may decide to

build a modern roof on St
George's Hall and they would
be foolish to overlook the won-
derful timber designs of the
Hungarian architect Lmrie
Macovecz. He HegjpneH one of
the best pavilions ad Seville’s

Expo 92 and his work is

remarkably oiigtaaL

The rnmiwfttw will have the
benefit of the experience of the

National Trust who are cur-

rently rebuilding Uppark in
Sussex after a disastrous fire.

They will also take advice from

»fc*

*

V

Continuity is the essence of an hereditary monarchy, so Windsor should be restored as it was.
Queen Elizabeth, the Queen Mother, stands with the present Queen and Princess Margaret and
corgi on the steps in the East Garden, July 1941, in an illustration from Mark Girouard’s book

those responsible for the recent
excellent restoration of Hamp-
ton Court.

The real opportunity offered

by Windsor is involve in the

restoration the expertise of
those responsible for the Royal
Collection who made such a
splendid job of the refurbish-

ment of Frogmore in Windsor
Great Park. With the gentle

help of one or two good archi-

tects, Windsor should be
restored very much as it was.
Mark Girouard's agreeable

book tells us something of the
story of life .at Windsor. But
his selection of contemporary
architects and winners of
Country Life competition dem-
onstrate that the modem imag-
ination cannot deal with either

the romance of the castle or
the appropriate panoply for the

home of the head of state.

Windsor, the Most Romantic
Castle, by Mark Girouard, Rod-
der & Stoughton, £20.

Exhibition at the Architecture

Foundation in Bury Street, St
James’s, London SWt, until

August 23th

was meant to be in the throes

of assassination.

Cochrane was nevertheless

excellently tetchy and digni-

fied. As Clytemnestra, bis part-

ner in guilt, Eva Randova
wielded pungent, edgy tone -

not a contralto bellow - to

make the most of the Queen's

darting slyness and baleful

suspicions (and supplied blood-

curdling offstage death-cries).

Much to her credit, she dis-

dained any campy grotesque-

ties. The first words of Willard

White’s bass-baritone Orestes

administered one of the dra-

matic thrills of the evening:
that doom;, implacable sound
was perfect, and White sus-

tained it up to his measured
departure, murder-bent
The central sisters. Miss

Zschau and as Chrysothemis
Deborah Voigt were visually
ill-matched: by rights young
Chrysothemis should be
vapidly pretty and sweet, and
Elektra a haggard, unkempt
witch, where Miss Voigt
showed us a handsome matron
and Miss Zschau a seductive

gypsy with chic ringlets and a
whole repertoire of balletic ges-

tures.

Still, for a concert perfor-

mance such quibbles are unim-
portant. More to tbe point.

Voight’s Chrysothemis was
gorgeously sung - impeccably
musical, subtle with details,

tbe voice glowing confidently

to the end. Until tbe confronta-
tion with the Queen. I thought
Miss Zschau's hard-lsh timbre
might be too unvaried (and her
German consonants too bite-

less) to make a complete Elek-

tra. With her feral vision of
Orestes hunting Clytemnestra
through the palace corridors,

however, the portrayal took
fire. The voice opened out
excitingly, in all the rest of the
opera, the wild veerings
between joy and despair were
splendid, and her dramatic pac-

ing (except for that little drink)
utterly assured.

David Murray

Avignon Festival

Adam and Eve in the Garden of Lenin
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B
ILLY Boache made
his namp as a play-

wright at London’s
Bush Theatre with a

trilogy about bis native Wex-
ford. The Cavalcaders. commis-
sioned by the Abbey Theatre
for their small stage. The Pea-
cock, is his first play to open in
Ireland.

The Cavalcaders are a quar-

tet of barber shop singers who
work together by day in a Wex-
ford cobblers and perform in

local bars by night, dressed in

matching red dinner jackets.

Roache's interest in memory -

is indicated before the play
starts by his familiar device of
filling the auditorium with vin-

tage pop music, most signifi-

cantly. the chorus “Can’t Get
Used to Losing You".
As the play opens, a glum

figure in a raincoat. Terry, is

handing over his shoe repair

business to a younger man,
Rory, who plans to modernise
it The set, by Frank Conway,
is highly evocative: a bartered

Victorian cobbler’s bench, mas-
sive old machinery, dirty coffee

mugs and dusty, string-tied

bundles of shoes dating back
years. In these unlikely sur-

roundings Terry relives the
heyday of the quartet before

the departure of the other two
members, Josie and Ted.
Sudden changes of lighting

(designed by Trevor Dawson)
indicate leaps back in time. We
see Terry at the age of 44 bru-

tally ending his affair with
Nuala, a warm and vulnerable

22-year-old, recently released

Q NE OF the most TnfarpgMfiff

productions of this year’s
Avignon Festival, which'con-

tinues until August 2, is a .

French version of MiVhaii Bulgakov’s
play, Adam and Eve. It is performed in

the courtyard of Sainte-Marthe Hospital

by a company from Nancy Lorraine
under their director, Charles Tanfiman.
The play was written in 1931 when

Bulgakov, aged 40, supposedly still

muter the protection of Stalin, was hav-

ing his work shelved by tbe various

state theatre companies to which he
was attached.

Commissioned as a play about a
future war, Adam and Eve was never

produced during the author's lifetime.

Seeing it more than half a century
later, one can understand why. Tbe
play predicts the complete collapse of

the communist system and looks to an
era when cooperation with the West
and shared scientific knowledge is the

only road to survival .

The piece begins conventionally
enough in a communal apartment in

Leningrad where a young engineer,

Adam, is celebrating his marriage to

Eve, a foreign language student

Their honeymoon proves short-lived,

as the apartment is invaded by a dis-

traught professor of chemistry, who is

figging from a young thug who has set

upon him in the street He turns up too,

and is soon joined by a fighter-pilot

who is a dedicated communist and by a

hack novelist.

As they all quarrel angrily, it seems

as if we are. in for a comedy about
shared

-

'domestic space under commu-
nism, one of Bulgakov’s favourite
themes.- But there, is a more sinister

undertone: the scientist is behaving
very oddly, even for an absent-minded

professor. He carries a curious-looking

camera with which he photographs the

married couple, enveloping them in a
sinister green glow, and he mutters
incoherently about the danger of poison

gas causing universal disaster.

Puffing furiously at his cigarette, the

French actor, Daniel Martin, captures

brilliantly the attitude of a man forget-

ful of his present situation but deeply

concerned about the long-term one.

Hardly are the words out of his mouth,
when what he has prpphesised comes to

pass. A wave of poison gas fumes -

shades of Chernobyl! - sweeps across

the city, then the entire country, and
everyone - well, almost everyone - is

destroyed.

This catastrophe is represented on
stage by an inatant change of scene in

which the apartment building collapses

and we are confronted by one of the

main shopping streets, strewn with rub-

ble and corpses, wreathed in smoke.
Luckily, Adam and Eve have sur-

vived to inhabit a world like that after

Hiroshima, and so has the professor.

His camera was really a secret weapon
with which he could close up the cells

of the body and make them impervious

to the noxious gas.

Thanks to a series of fortunate acci-

dents, all tbe other main characters we

met in the first act remain alive, if not
exactly well. From here, the piece
becomes an exploration of the strategy

of survival, well acted all round, the
company seizing the comedy as well as
the pathos.

I was reminded at times of Shaw and
also of The Admirable Crichton, as the
absent-minded professor tamed into the
strong man who keeps the group
together and wins the love of the most
earnest, feminist Eve (Aude Briant)
during a sequence of stimulating dis-

cussions.

I would have been content to leave it

there, with Eve replacing tbe profes-

sor’s dog, who has been killed in the
holocaust, as his love object, and the

professor replacing Adam as hers - a
conclusion prefiguring Bulgakov's
major novel. The Master and the Mar-
garita. But the director seemed to think

that the work needed updating and
encouraged the translator, Bernard
Noel who does a fine job in that role, to

write an epilogue that was performed
immediately after the author's text.

Here, the maid, who died, is reincar-

nated as the professor’s animal friend

(an idea borrowed from Bulgakov’s
satirical story. Heart ofa Dog).

This seemed an unnecessary extra

course to the meaL Without it, the
evening was complete and admirably
adventurous, much in line with the gen-

eral polity of Bernard Faivre d'Arder,
who has been reappointed as the Festi-

val’s artistic director in succession to

Alain Crombecque.

D’Arcier believes that the Festival
should take the initiative in promoting
productions that extend the boundaries
of theatre and dance as art-forms. In a
period of tightening purse-strings for

the Festival, he has set aside a fund of
FFr3m for this purpose.
Other efforts in this direction include

a collaboration between a number of
groups from all over the world, includ-

ing Britain, under the beading Dark/
Noir. They are all to be seen in the

Aubanel Gymnasium, where presenta-
tions at different levels of the building
explore the world from the point of
view of the sightless and the partially

sighted.

As Michel Reilhac, the overall direc-

tor of the project, explains, the audi-

ence is deprived of the tyranny of sight
- blind people act as guides at one
stage - in order that it may achieve a
renewed mastery over its perceptions.

Also running throughout the whole
Festival is a tour de force in the Clois-

ter of the Carmelites, by Philippe Caub-
6rt, who worked with Ariane Mnoucb-
kine for a number of years, telling the
story of his hfe in fictional form on
stage as Le Roman d\m Acteur through
-improvised dialogue and exaggerated
mime.
Thus, in spite of a falling number of

visitors, a wobbly franc and an aggres-

sive mistral, the Avignon Festival still

flourishes as it moves Inexorably
towards its 50th birthday.

Anthony Curtis 1

Dublin Theatre
from the “fanny form”. He
would be better suited to the
more mature Breda, who drops
in to listen to rehearsals, but
he has never recovered from
his wife running off with
another man.

It takes some time to realise

that Terry, easily the dullest of

the four men, is actually the
central character. Rory and
Ted stick in the mind rally as
“the good looking blond one"
and “the one who plays the
piano”. Rather unexpectedly,

Ted runs off with Rory’s wife
in a sketchy sub-plot
However, all three are over-

shadowed by the fourth mem-
ber of the quartet, Josie, a
jaunty provincial corner-boy
who dies young, presumably
from cancer. Josie is played by
Billy Roache, his thin angular
frame, foxy face and receding

hair giving credence to this

quick-witted, tabloid-reading,
pint-drinking chancer. But that

Josie is so likeable and also

“doomed” distracts from the
central drama, which, unfortu-

nately, is Terry’s.

His rejection of Nuala led, he
believes, to her suicide. But he
is also mourning Hip disappear-

ance of the community he
knew as a child, when The
Cavalcaders were the pride of

the neighbourhood.
Nuala is played with heart-

aching naivety by Marie Mul-
len, and Breda (who eventually

ends up living with Terry) is

given a sad dignity by Aisltag

O’Sullivan. But ultimately the
women contribute little, as
they are seen only as Terry's
girlfriends.

For all the technical achieve-

ment of the writing, the play is

disappointing, and oddly unsa-

tisfying. Terry, a selfish emo-
tional cripple, never grows or
changes. There is little or no
sense of the claustrophobia of

the dead-end small town which
electrified the Wexford trilogy,

nor, apart from Josie, any truly

memorable characters.

It is not often an author
upstages his own play, but
Billy Roache has done it here.

See it for his dazzling perfor-

mance, but don't expect too
much else.

Alannah Hopkin
City of Angels, the musical

which was to close early on
August 7, has won a reprieve

and will continue at Loudon’s
Prince of Wales Theatre.

Written by Cy Coleman and
Larry Gelbart, ft was enthusi-

astically reviewed when it

opened in March. But it suf-

fered from a lack of advance
bookings and the early closure
was announced last week. A
surge of interest followed and
Angels has been playing to

packed houses.

Prince of Wales. «m> B33 5987

iNTEBtfAnONAL

BERLIN

THEATRE
Neil Simon's play Runaway can

be seen daily at Komfidie (882

7893). The new Mariene Dtetnch

musical can bo seen daily except

Mon at Theater am KurfOretendamm

(300 6000). Mefropoi Theater has

the Broadway musical 42nd Street

daily W Sun, followed by a run of

West Side Story opening July 27

(2036 4117). Open-air repertory at

f^TicfttbCtfine an der Zftadelle

includes Schuler's The Robbers mid

Shakespeare’s A Midsummer Night’s

Dream (331 6920)

CONCERTS
Choir of Ormond College presents

a programme of Bach, Poulenc and

Nunn tonight at Epiphanienkircho

(30233131 Nigel Kennedy and band

ptey at ICC on Sat (6959 5950).

Pladdo Domingo gives an open-air

concert next Mon at WaJdbuhne

(301 5055). - -

'

FRANKFURT
• Britain’s Royal BaHet Is in

residence this week at the Opera
House, opening tomorrow with

Anthony Dowell’s production of

Swan Lake starring Sylvie Gufflem

and Jonathan Cope. There will also

be three performances of a mixed

bill featuring works by MacMillan

and Ashton (236061).

• Jazz im Palmengarten:

Frankfurt's summer series of

open-air concerts features Canadian

saxophonist Jane Bunnett and her

quintet on July 29, and German
trombonist Albert Mangetedorff and

his trio on Aug 12. Concerts begin

at 19.30 at the MusikpavWon, or

If raining at the Palmengarten

Geseflschaftshaus.

GENEVA
Hdtei de VKe Tonight jazz concert

by Jimmy Smith Quartet Tomorrow,

Wed, Thurs, Fri: Geneva Chamber

Opera presents Scarlatti's II trionfo

dett’onore. Next Mon: Stephans

Grappefi 85th birthday concert (312

4353) _ .

Theatre de Verdure Wed: Tania

Maria New Vogue, Brazilian jazz.

Fit Claude Bolling and his

orchestra, French jazz. July 28:

flamenco concert (386 3876)

HAMBURG
• The Kampnage! experimental

theatre festival includes a

Hebraw-language show entitled

Arbeit Macht Frei staged by a group

from the north Israeli port of Akko

(dafly except tomorrow and Sat),

the South African Handspring

Puppet Company in an adaptation

of Buchner's Woyzeck (Wed till Sat)

and an English-language

dance-theatre work by African

American author David Rousseve
(Thurs, Fri, Sat). The festival, which
brings together 22 companies from

18 countries, tuns tBi Aug 7 (270

5627)
• Justus Frantz conducts Royal
PhHharmonic Orchestra in an
open-air concert at Derbypark on
Sat (324312)

MUNICH
National Theater Julia Varady sings

Violetta In GOnter Kramer’s new
production of La tiaviata, opening

on Sun. Repertory also includes

Der Rosenkavaifer with Lucia Popp
and Anne Sofle von Otter, and John
Cranko’s production of Prokofiev’s

ballet Romeo and Juliet Tonight’s

recital by Hermann Prey focuses

on Schubert’s Goethe settings.

Thomas Hampson gives a recital

on July 27. Tbe opera festival runs

m Aug 7 (221316)
Cuvffltes-Theatar Tonight members
of Bavarian State Orchestra play

Brahms’ String Sextet No 1 and
Mendelssohn’s Octet Fri: Felicity

Lott song recital. Next Mon: Felicity

Lott and Ann Murray duo recital

(221316)

Gasteig Wed: Cheryl Studer sings

Italian opera arias. Fri: first in a

series of concerts by young

Instrumental soloists (4809 8614)

NEW YORK
THEATRE
• Measure for Measure: opening

production of annual free

Shakespeare in the Park season.

Dally tfil Sun (Delacorte Theatre,

Central Park, near West 81st St,

861 7277)

• Kissof the Spider Woman: a

Kander and Ebb musical, based
on the novel by Manuel Pu*g,

directed by Harold Prince, with a
star performance from Brent Carver
as the heroic homosexual window
dresser (Broadhurst Theater, 235
West 44th St, 239 6200)
• Angels in America: the first part

of Tony Kushner’s epic, freewheeling

play about gay life, Reagan-era
politics and Mormonism. Not to

be missed (Walter Kerr, 21 9 West
48th St, 239 6200)

• The Who’s Tommy: stage
adaptation of the classic 1969 rock
opera, a collaboration between its

original principal author, Pete

Townshend, and director Des
McAnuff (St James, 246 West 44th

St 239 6200)
• The Sisters Rosenswaig: Wendy
Wasserstein’s play, a comedy with

serious undertones, about the

reunion In London of three American
Jewish sisters (Ethel Barrymore,

243 West 47th St 239 6200)

• Fod Moon: a comedy with

physical humour, chaos and music,

written by raid starring David Shiner

and Bill Irwin (Richard Rodgers,

226 West 46th St 307 4100)

OPERA/CONCERTS
• Mostly Mozart Festival; Andre
Previn, piano, joins Tokyo String

Quartet for tonight’s concert This

week’s soloists with the Mostly

Mozart Orchestra include Itzhak

Perlman (tomorrow, Wed) and
Vladimir Fettsman (Fri, Sat). Richard

Stolzman, clarinet joins Emerson
String Quartet on Thurs tor a

chamber music recital. Next week’s

concerts feature Pinchas Zukerman
and Aficb de Larrocha. The festival

continues daily except Sun till Aug
21 at Avery Fisher Hall (875 5030)

• Kurt Masur conducts New York
Philharmonic Orchestra in works
try Schumann and Brahms on Wed
and Thurs at Carnegie Hall, with

Garrick OWsson soloist in Brahms'
Second Piano Concerto. In next
week’s concerts, the final in the

series, Shiomo Mintz plays Brahms'
Violin Concerto (247 7800)
• New York City Opera's 50th
anniversary season opens at Lincoln

Center on July 28 and runs tfll

November 21. The opening
performances are Carmen, La
boheme and Madama Butterfly.

The first new production is Tippett’s

The Midsummer Marriage on Sep
9 (870 5570)

JAZZ/CABARET
Blue Note US debut of Brazil's

Nana Caymmi Quintet, daily till Sun.
Next week: Gato Barbieri. Dining

(131 West 3rd St, 475 8592)
Rainbow & Stars A summer-long
Lemer and Loews revue entitled

The Night They Invented
Champagne is currently under way.
Daly except Mon (30 Rockefeller

Plaza, 632 5000)

PRAGUE
• This week's music programme
Includes an outdoor concert by
Czech Brass Quintet on Wed at

Valdstejnska Zahrada, a recital of

Mozart, Schubert and Dvorak by
Wihffli Quartet on Thurs at Prague
Castle, and a lata afternoon recital

of Bach, Handel and MysHvecek
by Perikf Trio at Lobovicky Palace
on Sun. Tickets from FQK, U Prasne
brany (232 2501)

• Prague Festival BaHet, a young
independent company led by David
SJobaspyckyj, presents a triple bill

on July 28 and 29 at Palace of

Culture, prior to a British tour. The
programme Includes a new
Slobaspyckyj ballet entitled Love
Lessons, set to music by Manuel
Ponce. Tickets from Bohemia Ticket

International, Na Prikope 16
(228738)

VIENNA
• Vienna’s summer dance festival

at Voikstheater opens on Sat and
Sun with performances by
Jean-Claude Gaflotta and Groupe
Emile Dubois from Grenoble. Other
guests include Trisha Brown Dance
Company, Stephen Petronlo Dance
Company and Finnish National

BaHet The festival runs till Aug 8
(935558)

• A staging of La fede saerilega,

a long-forgotten opera by early 18th
century Viennese composer Johann
Joseph Fux, is this week’s highlight

in Vienna's summer music series

(tonight tomorrow, Thurs, Sat at

Universitatsklrcha. Other events
include a programme of Gruber,

Schwerislk and Ceriia directed by
K.H. Gruber on Wed at Rathaus,

a piano recital by Norman Shatter

on Fri at Raimund Theater and a
performance of Mahler's Seventh

Symphony by Gustav Mahler Youth
Orchestra under Riccando Cftailly

at Konzerthaus on Sun. July 28.

29, 30: Michael Tilson Thomas
conducts London Symphony
Orchestra (4000 8410)

• The season of open-air

performances in the palace gardens
of SchOnbrunn runs till Aug 14 and
features Don Giovanni and Moscow
Chamber Ballet’s staging of

Mozart’s Requiem (513 0851)

ARTS GUIDE
Monday: Performing arts

guide city by city.

Tuesday: Performing arts

guide city by city.

Wednesday: Festivals
Guide.
Thursday: Festivals Guide.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(All times are Central Euro-
pean Time)

MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.
Super Channel: Financial

Times Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:
Financial Times Reports
0930
Sky News: West of

Moscow 1130; 2230
Sunday Super Channel:
West of Moscow 1830
Super Channel: Financial

Times Reports 1900
Sky News; West of
Moscow 0230; 0530
Sky News: Financial Times
Reports 1330; 2030
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Who should control

Britain's occupa-
tional pension
schemes, employ-

ers or the schemes' benefic-
iaries?

This question is one of the
central tasks facing the Goode
Committee, which was set up
by the government to review
pension law following the Max-
well fraud and is due to report

in the autumn. How the ques-

tion is answered will have wide

ramifications not only for peo-

ple's pensions but also for their

careers.

Presently, control of schemes
and their estimated £500bn in

assets lies with employers.

They decide contribution and
benefit rates, appoint trustees,

determine investment policy

and retain the right to wind up
schemes. Current and prospec-

tive pensioners - the “mem-
bers" - have little or no say
over how schemes are run,
despite saving large propor-

tions of their income through
the schemes.
The debate on occupational

pension reform has concen-

trated on devising measures to

prevent fraud and compensate

its victims. While this is essen-

tial, a bold reform would also

transfer control of schemes to

their members who would then

elect trustees and vote on how
schemes should be run. The
case for doing so is strong.

At present, most schemes
operate on a “final salary”

basis - meaning members’ pen-

sions are based on the size of

their final salaries and the

number of years worked for

the company. Companies
underwrite the schemes, top-

ping them up when investment
returns are bad and stopping

contributions when perfor-

mance is good.

Such a system would be suit-

able if people spent their whole
working lives with a single

company. But this is increas-

ingly rare, as people move jobs

to develop their careers, take

periods out of work to bring up
children, lose their jobs

through redundancy, switch to

part-time work or are forced

into early retirement. And,
unless people remain as

full-time employees with a sin-

gle company all their working
lives, their pensions can be
substantially reduced under
final salary schemes.
Democratic control of

schemes by their members
would lead to a more flexible

and equitable way of determin-

ing the size of pensions, if only

because employers would no
longer be willing to underwrite
schemes which they did not
control. Instead of making
variable contributions accord-

The
best

judges
Hugo Dixon
argues that

beneficiaries

should control

their pension
schemes

ing to whether schemes were

In surplus or deficit, companies

would probably move to contri-

buting fixed proportions of

employees’ salaries. As a
result, pensions would be

related to the size of Individual

contributions as is now the

case with personal pension

schemes rather than
salaries.

Such a move would give

members greater freedom to

tailor their pensions to suit

their individual circumstances.

For example, they would be
able to vary contributions
according to what they could

The case for

transferring
control of schemes
to their members

is strong

afford at different periods in

their lives and to stay in

schemes if they moved jobs,

were made redundant or took
career breaks.

Relating pensions to the size

of contributions would also be

fairer. Those who left compa-
nies before official retirement

ages would no longer subsidise

those who stayed the full

course, In particular top execu-

tives whose pensions are some-
times artificially boosted by
large salary increases immedi-
ately before retirement.

A further advantage of trans-
ferring power to members
would be to eliminate the con-

flict of interest between an
employer's role as custodian of

members' interests and its

duty to promote shareholder
value.

Conflicts do not only exist in

extreme cases such as the Max-
well fraud. The wide discretion

companies possess over man-
aging schemes ensures there

are many legal ways of run-

ning schemes to enrich share-

holders rather than the

schemes' beneficiaries. Compa-

nies can
, for example, claw

bade surpluses, use schemes to

finance redundancy pro-

grammes or fail to increase

pensions in line with Inflation.

Transferring power to mem-
bers would not end all conflicts

of interest For example, those

nearing retirement might pre-

fer low-risk investment strate-

gies to be adopted, while

younger members might want

riskier but potentially more
rewarding approaches. But at

least such conflicts, currently

decided behind closed doors,

would be debated openly in a
more democratic system.

Employers might even wel-

come a dilution of their con-

trol. Given that many are hav-

ing to start making
contributions again now that

most pension fund surpluses

have shrunk, companies might
embrace the opportunity to

limit their liabilities by moving
to a system of fixed contrib-

utions.

But the pensions industry

would resist transferring con-

trol of schemes to members. It

would be quick to point out the

uncertainties such a demo-
cratic revolution would intro-

duce for employees. In particu-

lar, without employers
underwriting schemes, pen-

sions could be at the mercy of

day-to-day stock market fluctu-

ations.

Employers' willingness to

cushion the effect of market
fluctuations is an attractive

feature of the current system.
But employers' fears that

transferring control to mem-
bers would expose them to

huge risks are alarmist. There
are many ways of hedging,
insuring and pooling risks,

while financial markets are
continually adept at devising

new ones.

Strategies to limit risk would
clearly not provide members
with total protection in the
event of extreme movements in

financial markets. But it would
be disingenuous to pretend
that the current system pro-

vides members with copper-
bottomed’ guarantees either, as
Maxwell pensioners know only
too well.

In any case, tbe argument
for democratic control of pen-

sion schemes as with demo-
cratic reform in any field is

not that it would eliminate
risk. It is rather that people
should be free to decide for

themselves how their pensions

should be managed because
they are ultimately the best

judges of what Is in their
interests.

T
he headline in

Munich's SQddeutsche

Zeitimg said It dearly

enough: Bavaria is

selling its family silver.

Within a month of taking

over as prime minister of Ger-

many's prosperous and inde-

pendent-minded “tree state" of

Bavaria, Mr Edmund Stoiber, a
fnrmpr interior Tlli™3tor

and law-and-order crusader in

the ruling Christian Social

Union, appears to he hell-bent

on privatising his govern-

ment's most profitable share-

holdings.

Large strategic stakes in

Bayemwerk, one of Germany's

big three energy utilities, mid
Deutsche Aerospace (Dasa), the

Daimler Benz aerospace sub-

sidiary which contains what
used to be Messerschmidt, are

to be sold off The state's one-

third share In the Rhine-Main-

Danube canal company is

another candidate for disposal,

along with a host of smaller
holdings in areas such as
energy and waste disposal.

Mr Stoiber hopes to raise

DM2bn-DM3bn from the pro-

cess. While other Lander, and
the federal government itself,

are merely muttering about a
new phase of privatisation,

Bavaria looks set to start

The state premier also
announced that all political

privileges for government min-
isters and senior officials are to

be abolished: everything rang-

ing from free seats at the
Bavarian state opera to sala-

ries for lucrative seats on com-
pany supervisory boards, must
in future be accounted for and,

where necessary, repaid to

state funds.

It is the most radical step in

Germany so far to counter the
wave of public disquiet over

aidless petty scandals in min-
isterial offices. In recent
months a string of leading poli-

ticians have been forced to
resign. The most recent was
Mr Stoiber's predecessor, Mr
Max StreibL who admitted tak-

ing holidays at a business
friend’s expense.

Mr Stoiber's move also

strikes at the heart of the cosy
relationship enjoyed by busi-

ness and the political establish-

ment in Germany, and in Bav-

aria as much as anywhere.
It is enough to make Mr

Franz Josef Strauss, the father

of Bavaria's postwar economic
revival, promoter and close

patron of its defence and aero-

space industry, and prime min-
ister until he died in office in

1988, turn in his grave. Or per-

haps it is precisely what he
would have done.
For Mr Stoiber is the man

who probably more than any
other was Mr Strauss’ closest

Bavaria's radical new premier plans tough action

to restore the state’s fortunes, says Quentin Feel

In search of that

old Strauss magic
confidant over his last decade

in power. First as sec-

retary-general of the CSU, then
as haul of the state chancery,

and finally as minister of state

in the prime minister's office,

he was often the mouthpiece of

his master in his negotiations

with Bonn and the other fed-

eral states.

Today lie is attempting to

bring a little bit of the Strauss
magic back to Munich, where
the sharp downturn in the Ger-
man economy, the costs of uni-

fication and severe cuts in the
federal government’s defence
budget are undermining Bavar-

ia’s own success story.

Worse still, for a politician.

Mr Stoiber's ruling CSU is in

danger of losing its absolute
majority in the state parlia-

ment in next year’s elections.

It faces an erosion of support

both to the Social Democrats
on the left, and to the far-right-

wing Republicans. And it is

facing up to the humiliating

possibility that it might fail

altogether to win any seats in
the European Parliament,
because its shrinking provin-

cial base is not enough to guar-

antee it tbe Trnnimnm national

vote of 5 per cent,
Germany feces no fewer than

19 European, national, state

and local authority elections

next year, and three concern
Bavaria directly. Mr Stoiber
believes they will be decided

by two issues: the economy
and internal security, includ-

ing the highly-sensitive issue
of immigration. On both issues

he faces a big challenge.

Bavaria remains one of the

wealthiest states in the federal

republic, thanks to the range
of modem industry which Mr
Strauss successfully enticed,

browbeat or simply bought
with straight subsidies to come
to his home state.

The defence industry has
been as badly hit as any by the

recent budget cuts and the eco-

nomic downturn. Dasa alone
has said it will lay off some
8,000 workers. But Mr Stoiber

knows that the economic chal-

lenge is more profound.
“What we have today is not

a normal recession, but a
structural recession which we

Stoiber rejects 'state capitalism’ and advocates privatisation

would have bad to overcome
even if there had not been uni-

fication." he says. "You have
the same problems in Britain.

France or Sweden. But we
have the low-wage countries

on our very doorstep.”

Mr Stoiber's answer is to

Franz Josef
Strauss, the father

of Bavaria’s
economic revival,

would approve of
Stoiber’s motives

relaunch the drive to promote
an indigenous high-tech indus-

try, focused on small and medi-
um-sized enterprises - Ger-
many’s famed Mittelstand. And
that is precisely where he
plans to put the funds he can
raise from privatisation.

“it is not just a question of

our financial problems,” he
says. “It is a question of princi-

ple for me. We don't want state

capitalism here. I am a great

supporter of privatisation.*

He recognises that the state's

58 per cent stake in Bayem-
werk played an important role

in Bavaria's economic success.

For tbe Bavarian government
ensured that electricity sup-

plies were switched steadily

from reliance on expensive
coal from toe northern Ruhr,
to first oil and now nuclear

power. With two-thirds of its

power from that source, Bav-
aria now has the cheapest elec-

tricity in Germany.
The change is that the Euro-

pean energy market is opening
up, and other producers, such
as France, are offering cheap
supplies. “It is no longer neces-

sary to have a state energy pol-

icy operated through one’s own
energy company,” Mr Stoiber

says. He may be a bit disingen-

uous. The plan Is gradually to

merge Bayemwerk with Viag,

the Bonn-based conglomerate

which is already a minority,

shareholder. In return, Mr
Stoiber expects Viag to move

to Munich. And for the tone

being, the state will retain its

25.1 per cent stake in Viag. -

Privatisation is only one rad-

ical answer to the problems cf

Bavaria and the CSU. The lat-

est polls show the ruling party

languishing P& about 43 per

cent ofpopular support
- down,

almost 12 percentage points on

the 1990 election - with the

SPD, the real challengers, up
to almost 33 per cent-

Yet the Republicans, on toe

for right, are the real threat to

the CSIPs traditional conserva-

tive heartland. They are both

gwti-lrimigration and anti-EC.
1

The former is one clear reason

why the party opted for Mr
Stoiber over the more
middle-of-the-road Mr TUeo

Waigel, the finance minister in

Bonn and party leader.

The Bavarian premier cer-

tainly does not mince Ids

words on questions of immi-

gration. “We are not an immi-

gration country,” he insists.

-That would result in a multi-

cultural society. And a multi-

cultural society would be a ter-

rible thing." .

And yet he is not a fanatical

nationalist Like Mr Strauss,

he is a convinced European,

although he believes tbe Maas-

.

tricht agenda for a stogie cur-

rency is far too optimistic:

.

“Economic and monetary

union will not come about this-

century," he says. “The conver-

gence criteria are the main
barrier, and they must not be

changed. In the foreseeable

future, no member state will be

able to meet them."

In some ways, Mr Stoiber

'

sounds almost like a sceptical

UK conservative. He is a critic

of excessive Brussels decision-
.

making and believes the EC
should go slow on institutional

integration, and concentrate

on enlargement
Mr Stoiber says the Republi-

cans have lost much of their

grounds for criticism with toe

tougher restrictions on asylum-

seekers, which came into effect

on July 1. He played a big part

in drafting the measures in

Bonn, as state Bavaria’s inte-

rior minister.

Yet perhaps the greatest

threat he sees to all the tradi-

tional political parties is the

growing public apathy and
alienation from the political

process. That is why he has
seized the political initiative so

swiftly, both on privatisation

and privilege. Even if he is sell-

ing off toe family silver. Mr
Strauss would probably have
approved of the motive.
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The real role of the trade association

Introducing the German bank that is at home in

international finance: WestLB.
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WestLB belongs at the

top of your shortlist for cor-

porate business.

20 years of experience in

Corporate Finance, the solidity

of a state bank and the lead-

ing role played by WestLB. On

this sound foundation, WestLB

successful combines classical

products with innovative

solutions, applying the right

mix of state-of-the-art techno-

logy and personal crs&tnmv.

That’s whyWestLB rightfully

belongs atthe top of your short-

list - from Corporate Finance

and Investment Banking to

Treasury. And with a global

network Stretching from

DusseWorf to New Ybrk and

from Tokyo to London. WestLB

is perfectly at homa where

you are: in international finance.

From MrRobert Cook.
Sir, In his excellent article

on trade associations (“Lobby-

ing not worth a button”, July
15), Andrew Taylor puts a very
persuasive case for Britain’s

2,000-plus trade associations to

modernise and become more
effective in both the lobbying
process and in the range of ser-

vices they provide to their

members.
The gist of a speech by Mr

Michael Heseltine, the presi-

dent of the board of trade,

about trade associations to the
Confederation of British Indus-

try in June was that, from a
DTI standpoint, too many asso-
ciations are narrowly focused,

poorly resourced and ill-

equipped to help the industries

they represent become compet-
itive. He therefore specifically

welcomed developments in the
i

chemicals and electronics sec- i

tors, where there have recently
been a number of trade associ-

ation mergers, as examples of
what should be happening
more widely across industry.

It is certainly our experience
in the Electronic Engineering
Association that there is a
“critical mass" below which it

is impossible for a trade associ-

ation to provide sufficient

resources to maintain effective

contacts with government,
Brussels and the many other
national and international
agencies which today affect the

business environment in which
member companies operate.
We therefore strongly support
Mr Heseltine’ s call for the
development of a stogie, well-

resourced trade association to

represent each big sector of
industry.

The EEA itself is the result

of a number of mergers. It will

enlarge again by joining the
Electronic Components Indus-
try Federation to form a new
Federation of the Electronics

Industry on January l 1994.
The FEI will have more than
300 member companies and
provide a powerful focus for
telecommunications, informa-
tion technology, defence elec-

tronics, business equipment,
office products and electronic

components elements of the
electronics Industry.

Robert Cook,
director-general

EEA
Russell Square House,
10-12 Russell Square,

London WClB oEE
\

From Mr Barry Higgs.

Sir, Andrew Taylor draws
attention to the large number
of trade associations and the
Intention of the president of
the board of trade to limit the
number into which his depart-
ment has contact
Some reduction might be

appropriate, but we should
bear to mind that it is the
member companies of these
associations which pay the
bills and decide what they
need in their dealings with UK
government departments. Most
up-coming legislation ema-
nates from Brussels in any
case and, in today's complex
environment, expert know-
ledge from specialist groups is

critically important if the
wealth-makers In our society

are not to be disadvantaged.

Larger, more generalist,
associations such as the Con-
federation of British Industry
have an Important role In
influencing the general busi-

ness climate. Similarly, the
Chemical Industries Associa-
tion represents its manufactur-
ers in respect of their processes
and practices. This leaves the
sectoral associations to pro-
mote the interests of the par-
ticular product groups.

It would be a pity if the DTTs
work for British industry was
to be inhibited by a doctrinal
handicap.

Barry Higgs,

director-general.

The Fertiliser Manufacturers
Association.

GreentitO House,
Thorpe Wood,
Peterborough PE3 6GF

Prom Dr Michael G Burcher.
Sir, The principal role of a

trade organisation is to do
those things which member
companies believe is most ben-
eficial to their industry, it is
not necessarily to lobby gov-
ernment on legislation and
likely changes of policy. And
size does not necessarily
equate with effectiveness.
The Galvanizers Association

meets the DTTs criteria for a
“lead association” and the DTI
acknowledges this to be so; But
four years ago the association
separated from an existing con-
federation and established a
clear and separate identity. We

took the opportunity to estab-

lish focused programmes oper-

ated by a professional, well-

qualified and properly paid
staff. Industry participants,
including suppliers, have com-
mitted substantial financial

resources to a range of pro-

grammes in which marketing
and technical support to the
market-place predominate.
When we deal with the UK
government we seek construc-
tive dialogue; when we deal
with toe European Commis-
sion we act with our EC coun-
terpart organisations through
established channels in Brus-
sels.

An aspect of Mr Heseltine’s
speech which was less well
reported was his announce-
ment of a benchmarking chal-
lenge, to which industry asso-
ciations will operate
“benchmarking dubs" to help
businesses improve competi-
tiveness.

If the same principles were
applied to industry associa-
tions we would see the emer-
gence of powerful, well-re-
sourced and folly-effective
organisations with improved
quality of lobbying to White-
hall and Brussels. This is just
what Mr Heseltine wants. Such
groups would also command
stronger Industry support
because they would provide
better value to the subscription
dollar.

Michael G Burcher,
general manager,
Gabxmrrers Association,
56 Victoria Road,
Sutton Coldfield B72 1SY

A Nobel prize for Bhagwati Price for water must be paid
From Mr OnSsitnO I vonru that Hia oajmii-j i is .. . — ,

*•

WestLB
The Westdeutsche Landesbank

From Mr Onisimo
Alvarez-Moro.

Sir, Samuel Brittan believes
that neither academic macro-
economists nor economic com-
mentators have been at the
forefront of the trade debate
(“Trade and macroeconomics",
July 12).

He need look no further than
the FT's own pages to see that

Prof Jagdish Bhagwati has
been the most lucid, jargon-
free and easy to understand
academic that one could possi-

bly hope to read. Prof Bhag-
wati was even adviser to
Arthur DunkeL the recently-

departed head of the General

Agreement on Tariffs and
Trade.

Indeed, such is his patience

and commitment over the

years that the so-called free
trade exceptions outlined by
Prof Panl Kingman and others
have been consistently shown
to be a re-hash of the same old
protectionist arguments.
Prof Bhagwati deserves a

Nobel prize for patience for
being there when needed to
knock fatuous protectionist
arguments on their head. He
also deserves the Nobel prize
for economics for his many
years of dear thinking

The free trade area is badly
in need of this award, given
the knife-edge which we are
currently on in the Gatt neg-
otiations.

On&simo Alvarez-Moro,

Ponlqos, 2, 2 Puerto 6;

28012 Madrid,

Spam

From DrA R TKemasang.
Sir, You leader, “The value

of clean water” (July 14),
both one-sided and myopic. It
is one-sided for looking at the
question of value in strictly
limited financial terms.
Although the FT is a financial
paper, it is still taking too
much liberty in assuming that
afl of ffs readers are no more
than financial zombies. To
some, probably many, ques-
tions of “cost” and “price" are
woefully one-dimensional.
They also pale into insignifi-
cance when addressed in con-- ie, without ignoring
sudi questions as our health^ that of future genera-

It is myopic for missing f^e
opportunity to put the priori!

ties right. The “huge snrne
involved" in bringing our
water up to par with toe rest of
the EC is surely the price we
Pay for neglecting its upkeep
for so long. You don’t have to
be a financial genius to know
that it is a matter of time
before the price has to be paid.
Why put our health and that

ritildren to more
untoown risks by postponing
further toe unavoidable? Fora
postponement of the inevita-
ble, in the form of longer time
to meet the directives, is all we
are likely to get And while

JJ*
re “renegotiating” EC direc-

trees the price in terms of our
fifialtn keeps mounting.ART Kemasang,
SO Kesurick Road,

’

London SW152JE
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Japanese
confusion

Y
ou need walk only a few
hundred yards from Proc-
ter & Gamble's impairing
twin-domed Cincinnati
headquarters to appreci-

ate the market forces which have
prompted the consumer products
giant to announce its biggest round
of job cuts and factory closures.
In a Walgreens discount drug

store in the centre of the Ohio city a
12-ounce bottle of P&G’s bright pink
Pepto-Bismol medicine, which
treats stomach upsets, sells for
$5.29. But on the shelf next to It, in
remarkably similar packaging,

is a
bottle of Walgreens’ own-label
Soothe at the enticing price of $3.99.
Lug your shopping basket a few
shelves along and you will find a
similar pattern repeated with P&G’s
Tide laundry detergent and its
Pampers nappies.

Competition from retailers’ own
private-label goods and cut-price
branded merchandise Is pausing
much discomfort in the US to large
household and personal products
manufacturers - p&G, Colgate-Pal-
molive and Anglo-Dutch Unilever -
at a time when they are locked
among themselves in a fierce battle
for market share, both in North
America and around the world.
This intensifying competition

prompted P&G to amimiiw** last
week that it will cut 13,000 jobs, or
12 per cent of its worldwide labour
force, over the n^vt three to four
years and close about 30 factories,
about 20 per cent of the total There
will be a $l.5bn charge to earnings

in the year which ended in June.
The aim is to drive down its costs

by $500m by 1995-96 and give it the
financial flexibility to combat its

rivals with price cuts, such as an
aggressive 15 per cent drop in US
liquid laundry detergent prices it

also announced last week.
About half the job cuts will come

from the closure of factories - some
acquired during a takeover wave in
the 1980s - which P&G says have
been made redundant by changing
markets and more efficient produc-
tion methods.
The remainder will stem from a

sweeping seven-month review of
P&G’s work processes and organisa-

tional structure, carried out with
the help of management consul-
tants Booz Allen & Hamilton. This
is designed to sharply cut overhead
costs as a percentage of net sales.

The company is cutting out layers

of management, increasing the
number rtf stafffor which each exec-

utive is responsible and simplifying

many practices, such as equipment
buying and customer billing.

P&G is not alone in its efficiency

drive. Arch-rival Unilever has been
consolidating its manufacturing
operations in recent years, while
the much umaiter Colgate-Palmolive
took steps two years ago to close

nearly one third of its factories and
shed 8 per cent of its workforce.

"£5® JAPANESE election result main hopes from any reform mustcontours no fag surprises, at least be that itwill bring ntetSS
for those who have followed parency, as well as greater dedr
recent opinion polls. The Liberal sivenei
Democratic party which has gov- A more transparently run JapanSm

?t}
a6S *** ^dbeeSto^itestari SS

but to tosroess with. A more ded-
Pa?7' *^2? *** JaP«m would be better
has equipped to deal with the struc-

by the collapse of tural blemishes on its economy,
the Social Democratic party, hith- and to confront the external chX-
erto the main opposition. The lenges the country now feces: the
three new parties

i advocating polit- changing relationship with a US^refom lavedone weU - espe- which may not be so committed to
3 Japan

?
oldillg 036 security ring in Asia

Renewal party - hut their success for ever, the evolving foreign and
has been gained more at the Slip's defence policy in Asia™ at the government's. Itself; and the pressure for Japan
Clearly the SDP s themes and to match Its economic power with
style, essentially those of the old a stronger international role,
left, no longer seem relevant to
those Japanese voters who are « t- • , ,

keenest for political change. Political division
The short-term outcome will The question is what Hearing

almost certainly be a coalition ted the election result has cm all this,
by the LDP and including one or The heavy socialist losses and the
more of the new parties. But it success of the new pro-reform par-
may take weeks to emerge, as ties do at least suggest that the
there is bound to be intense bar- old left-right divide in politics is
gaining over both policies and cab- being replaced by a new fault line
inet posts. Meanwhile Japan has between conservatives and
reported a big increase in its trade modernisers. But that will not
6urpluB during the first half of quickly, or perhaps ever, be
this year. A period of political reflected in a clear-cut division
uncertainty at this point will be between political parties. Not all
irritating to its trading partners, the conservatives are in the LDP,

< since Japan will presumably lack and by no means all the reformers
a government with the authority are in the new parties. Indeed, per-
eifcher to make new trade agree- haps the greatest d^wE**

r to the
marts or to preempt foreign pres- Interests of reform lies in the pas-
sure with measures to boost sibility that the LDP’s electoral
domestic demand such as cuts in performance - in all the tircum-
income tax and in interest rates - stances a remarkably resilient one
which would be far preferable to - might strengthen the hand of
agreements on specific imports. conservatives within the party.

And a resumption of fester growth

_ f„Timr could easily boost support for the
Balance of power lop ssain ^ ^ place
But even that consequence is the cosy bureaucracy/business

not certain. During the election condominium which has ruled
campaign the outgoing MIyazawa Japan since the 1950s.
government, generally perceived One effect of this would proba-
as a discredited lame duck, defied bly be further defections from the
conventional wisdom by reaching LDP, in the midst of a hitter argu-
both multi- and bi-lateral trade ment about electoral reform. The
agreements. One of the biggest parallel with recent events in Italy

problems for outsiders dealing is obvious, and not necessarily
with Japan is, precisely, to discern encouraging. Indeed, in one
where power really lies. The pres- respect Japan has moved closer to

ent system neither reflects the the pre-reform Italian situation:

real- relationship between different its dominant party will now be
centres of power, nor gives effec- racked not only by internal fao
five voice to the changing balance tion-fights but also by constant
of sentiments and aspirations wrangling with coalition partners,

among the population. The elec- At best, Japan will gradually

tion campaign, including that of conjure from this confusion a
the reformers, illustrated all too more efficient and more genuinely

clearly how opaque and idiosyn- representative political system,
cratic Japan’s political style But it will hardly do so quickly,

remains. Consequently one of the and maybe not at alL

The cost of

nuclear power
rHE GOVERNMENT will shortly

announce the terms of reference

for this autumn’s review of UK
nuclear power Industry. This is an
important moment for energy pol-

icy because it will determine
whether Britain advances further

down the nuclear route, whether
it pauses or even retreats. At the

moment, only one nuclear station,

SizeweQ B, is being built, and no
others have been authorised.

Many first-generation nuclear
reactors will reach the end of their

lives during the 1990s, and deci-

sions will have to be taken soon if

they are to be replaced.

The indication from the Depart-

ment of Trade and Industry is that

the review will focus narrowly an
the economics of nuclear power.

This is partly because last win-

ter’s coal crisis aired many of the

wider issues in Britain's energy

debate, such as the need for a
more active energy policy

(answer, no), and the diversity of

Britain’s energy supplies (which

was found to be adequate). Fur-

thermore, only one question needs
amrwftrmg ,

and that is whether
the future development of nuclear

power can be financed by the pri-

vate sector, since the government

has no intention of doing it.

This makes a refreshing change

from the approach of earlier gov-

ernments which, handed huge sub-

sidies to the nuclear industry for a

variety of fH-founded reasons, and

landed the electricity consumer
with large bills which are still

being paid.

City's help
But much will depend cm how

the question is asked If the gov-

ernment is only interested in

whether the City would put up

£3bn to build SizeweQ C tomor-

row, the review win be a waste of

time gmce the answer is clearly

No. Only three years ago the

nuclear sector had to be cut out of

the electricity privatisation pro-

gramme because investors would

not buy.it. The situation is not

UIUUU- iiuiHrcuL unuf.
Electric and Scottish Nuclear, the

two state-owned utilities which

own -most of the nuclear power

stations in Britain, have made
headway in reducing their costs.

But nuclear power is still a Ions

way from the point of being com-

mercially financed.

The more interesting question is

whether the economics of the
nuclear industry reflect the fall

costs and benefits of running
nuclear power stations, including

external environmental costs, and
if not, how these should be fac-

tored into the calculations so that

a better judgment can be maria

Decommissioning costs

For example, the City’s uncer-

tainty about nuclear centres

largely on the question of decom-
missioning costs - for which there

are few reliable calculations - and
waste disposal. The review must
get to grips with these numbers
arid come up with falter answers
than were produced by the recent

National Audit Office report. It

also needs to unravel the econom-

ics of waste disposal, including

Thorp, the nuclear reprocessing

plant, whose costs have a strong

bearing on the performance of the

nuclear operating companies.

By the same token, the review
ghniild consider the environmen-

tal advantages offered by nuclear

power, which, does not emit car-

bon dioxide or sulphurous gases.

Given the UK’s international com-

mitments to clean op Its atmo-

sphere, this is a measurable bene-

fit: the more nuclear power
stations, the less need to invest in

a costly dean-up of conventional

stations- However this advantage

does not currently help nuclear’s

commercial case because it is not

reflected in the cost structure of

nuclear projects.

This is not a reason in itself for

invoking the national interest yet

agafa on nuclear’s behalf. But tt

does point to the need for a more

thoughtful way of calculating

environmental benefits and factor-

ing them into the appropriate

accounts.

Britain has a surplus of generat-

ing capacity and an abundant sup-

ply of energy sources, not least of

gas, which combines nuclears

advantages on air pollution with

lower cost At present, it Is as
_ — it ha tW +Tiaro is Tin

rwnrnwrial case for bunding addi-

tional midear power stations in

Britain, but hydrocarbon prices

will rise at some point and when

they do, rigorous costings of the

nuclear option need to be avail-

able. That should be the goal of

the nuclear review.

A fierce brand of

consumer warfare
Procter & Gamble is slashing costs as the battle for
market share intensifies, writes Martin Dickson

Procter & Gamble: the cost off competition

Employees (000s)
. ^ __ - Nat Miningsjnr to June SO (Sbn)
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share have begun recovering over
the past six to nine months and
that its “value pricing" brands are

performing significantly better than

those on the old system.

P&G claims to have blunted the

threat from private-label and cheap
branded goods, which it reckons
controlled 21 per cent of US markets

in which it competes in the first

half of this year, up just one per

cent from a year ago.

Mr Edwin Axtzt, P&G’s chairman
since 1990, argues that the recent

concern over consumers' brand loy-

alty is exaggerated. Private-label

goods, he says, have been around
for a long time and will tend to gain
share in a recession, when consum-
ers are more price conscious, and
lose it during a recovery.

However, no one really knows
whether this is so in the 1990s, or
whether there has been a funda-
mental shift of attitude among cost-

conscious western consumers in
favour of own-labeL

S
till, it is hard to argue
with his second proposi-

tion: that the challenge
for branded consumer
products companies is to

ensure that the premium they
charge accurately reflects consum-
ers’ perceptions of the superior
quality of their goods.
Marlboro's price, which was

nearly double that of cheap generic

brands before the recent cuts, had
got out of line with the market.
P&G, Mr Artzt says, does not intend
to do the same.
Consumer perceptions depend not

only on price but also advertising,

which P&G says it plans to increase
(on top of a 5 per cent worldwide
rise last year), and cm product inno-
vation. Here the company’s recent

record has been mixed. Its strength

Is demonstrated by tbe way it has
turned an obscure shampoo called
Pantene into the top-selling brand
in the world in just three years.

However, it has recently lagged
Kimberly-Clark In new product
introductions in P&G’s most impor-
tant single revenue generating seg-

ment, disposable nappies.

The impact of all this on P&G’s
profits will depend on just how
much of the $500m cost-savings it

has to throw into the price war. Mr
Artzt, while careful to avoid predic-

tions, says that “we fully expect our
growth rate to Increase".

Some Wall Street analysts are
inclined to accept that However,
there are sceptics such as Mr
Gabriel Lowy of Oppenheimer & Co,

who says P&G’s earnings growth
will remain at about 9 per cent
which he estimates Is its annual
average over the past 45 years. In
other words, respectable, but hardly
exciting.

But whoever is proved right the
only clear winner in this war is

likely to be the consumer.

Now After
cuts

1988 87*
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However, the sheer scale of
restructuring at P&G indicates that
the battle for supermarket shelf
space will intensify over the next
few years, particularly in the US
but also in western Europe.

*1 think they are saying that pric-

ing is going to be toe key compo-
nent of marketing,” says Ms Bonita
Austin, an analyst at Tubman
Brothers, who forecasts a squeeze
on smallwr manufacturers and far-

ther consolidation of tbe industry
But tbe restructuring raises fresh

questions about consumers’ brand
loyalty and tbe size of the price

premium big manufacturers such as
P&G can command nowadays over
cut-price rivals. Investors have been
nervous about this since Philip Mor-
ris was forced to cut the price of
America’s best-selling Marlboro cig-

arette sharply earlier this year
because of competition from
unbranded rivals.

Still, at least P&G is pushing
deeper into the fray from a position

of strength. Over the next few
weeks it will announce record
1992-93 profits (before the $lAbn
charge) of more than $2bn, up more
than 10 per cent on last year, and

its balance sheet is strong.

The cuts, therefore, are not those

of a flailing US giant; such as irm
which has lost touch with the mar-
ketplace, but rather a preemptive
strike to prevent an erosion of its

bold on consumers.
The company, long-known for its

toughness, product innovation and
a somewhat secretive, in-bred cul-

ture, became even more aggressive

in the 1980s when mature US mar-
kets for its core laundry and house-
hold products pushed it into a two-
pronged strategy: rapid global
expansion and a push into new sec-

tors offering fester growth, such as
beauty care and over-the-counter
medicines.

This, coupled with buoyant global

economies, produced extremely
strong earnings growth in the late

1980s. But since 1990 the pace has
slowed to an unspectacular annual

average rise of just 9 per cent
Its international business, which

now accounts for more tban 50 per
cent of revalues, is still growing
strongly, with volume sales up 10

per cent in 1992-93. But profit mar-
gins tetemftHnmaUy are lower than
in the US, which P&G has been
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relying on to fund the global push.
Yet the US market has been

weak, with P&G’s sales volume up
just one per cent over the past year,

due to recession. This has intensi-

fied competition and the temporary
dislocation caused by a radical

change in the group’s marketing
strategy to a system called “value
pricing”.

Under the old system, P&G ran
trade promotions to boost sales,

offering big but periodic discounts

to retailers and wholesalers. This
was ineffiripnt, since it encooraged
the buyers to stockpile discounted
goods and forced P&G to keep extra

manufacturing capacity to Handle.

big swings in demand
The new system, introduced oh 70

per cent of P&G's US products over
the past two years, cuts trade pro-

motions and uses the savings to

ensure lower prices throughout the

year. The change has angered some
retailers, who relied on the promo-
tions for a good part of their profits,

rather than passing thpm on to con-

sumers; as a result P&G’s market
share initially suffered.

However, the company insists

that both its volumes and market

Reluctant banker run to ground

B
Mr Jacques Attali.

the object of recent

excessive world
media attention,

has resigned from
his prestigious post
of president of the
European Bank for

.

JERSONAL Reconstruction and
VIEW Development As I

was involved from
the outset in January 1990 in the

discussions on the establishment of

the bank and tire selection of its

first president. 1 would now, with
hindsight., like to say a few words.
Mr Attali has never been a

banker in the true sense of the
word. He has never worked in a
bank. He was a typical French intel-

lectual (that is, a socialist intellec-

tual, visibly on the left of the politi-

cal spectrum), a writer publishing a
book every year and an adviser to

President Francois Mitterrand of

France. He was not a conven-
tional person and he certainly never
wanted to play a conventional

role.

Mr Attali never intended to

become a banker. He wanted to be a
politician who could influence tbe

world around him and develop-
ments in Europe in particular.

The wholesale fell of communism
in 1969 and the ambitions of the
French to play a new role in Europe
gave him the right opportunity. The
entire world was - at least in the-

ory - prepared to do something for

the post-communist countries.

To this end the EBRD was
founded - without much enthusi-

asm from bankers, economists and
financiers - as a purely political

undertaking, pushed through by tbe

European Community, which has a
majority shareholding in the
bank.
From the beginning there were

arguments over the EBRD’s role.

Should it offer the “usual" loans,

perhaps a little more cheaply for

individual projects? Or should it

co-operate with countries and gov-

ernments and undertake regional
planning studies (which I favoured)

as a prelude to restructuring whole
branches or sectors?

There was also dissent about its

location: should it be in the centre

of tbe world’s financial markets In

London; or should it be based in

eastern Europe, where its work

would be directed?

And there were questions, among
other matters, about its president:

should he be a politician like Mr
Attali or a conventional banker? As
usual, compromise won the day and
a “half measure” - an institution

with inbuilt tensions - was bom.
At the inaugural meeting of the

EBRD in London in April 1991, I

disrupted the prevailing friendly

AttalFs behaviour is

a snippet of a wider
problem: that of the

west’s attitude

towards east Europe

atmosphere when I openly criticised

the concept of the institution; and a
photograph of me with Mr Attali

was published on the front pages of
newspapers around tbe world.
Asked what I thought of tbe bank, I

answered that it was “just another
bank”.
This upset Mr Attali because he

saw (and wanted to see) the EBRD
as something totally unconven-

Observer

tional, something that would -

according to the French left - influ-

ence the transformation of east

Europe: but from communism to

what? And this is tbe crux of the
whole problem.

We in the east aim to return to

the normal democratic system of
parliamentary pluralism and unres-

tricted market economics. The
French left was aiming for a mixed
system with wide-ranging state

intervention, with pseudo-humanis-
tic views (masking the pride of
intellectuals and their insatiable

ambitions to recreate the world
according to their own ideals)

in an attempt to create a “just”

world.

From all of this, it is clear to me
that Mr Attah’s extravagant behav-

iour (the famous chef brought to

London from Paris, private flights

in tbe style of a head of state, the
now well-known marble at the
EBRD headquarters in tbe City of

London) are only snippets of a
much greater and more widespread
problem: that of the attitude of tbe
west towards the east after the vel-

vet revolutions in 1989.

The EBRD, as tbe only dedicated

institution set op at the time with
the specific role of ’’helping” the

east, has become the victim of an
unclear and hazy “west-east” set-up.

Out of this emerged all the craven
preconceptions, partial or direct lob-

bying interests, false expectations,

and lack of courage and of a clear

vision of the problems involved
which, every day, we experience
around US.

Mr Attali was the most obvious,

best known, most discernible pro-

tagonist of this historic epoch. He
carried out his role with more than
a small amount of charm and gra-

ciousness, neglecting trivia (he was
above trivia).

With his departure, an era will

end. In a certain way I liked him,
and to this day wear the tie in his

Inimitable taste which he gave me.
But only the choice of his successor
will show whether we have really

made any progress.

Vaclav Klaus

The author is prime minister of the

Czech Republic

Doctor
abroad
One of life’s joys that ended with

Margaret Thatcher's premiership

was that of asking Oxford dons
whether they yet knew how the

Iron Lady was going to punish them
for publicly denying her an
honorary doctorate. After all, given

her character, they could not feel

safe from retribution until she was
deposed nearly six years lata:.

But any resentment she may
harbour will probably be dispelled

this week. For what her own. alma
mater denied her tn early 1985 will

be granted her in Moscow on Thurs-

day by the Mendeleev University,

one of the former Soviet Union's

top research institutes.

She will combine the ceremony
with a visit to someone else with

cause to smile ruefully at St

Matthew’s reminder about prophets

befog not without honour save in

their own country: ex-president

kfikhaS Gorbachev.

As Lady Thatcher did at Oxford,

the Mendeleev specialises in

chemistry. Moreover, ofthe mere

half dozen foreigners it has granted

honorary degrees, she Is the only

one who gave up chemistry for

other things.

Why the award - did the Oxford

snub have anything to do with it?

‘Tve heard about that, but it

doesn’t touch on our derision,”

says Dean Pavel Sarkisov. “We

have our own reasons.

“First, she was a chemist by
education.. .second, she was a
minister of science and
education...and third and most
Important, she did so much to

advance and develop democracy
in this country.”

Grave outlook
Tbe bad news for investors in

the business sector just reviewed

by London securities houseBZW
is that not only the short-run but
the medium-term prospects look
“somewhat bleak."

The relevant figures show that

1993 “certainly commenced at a
very disappointing rate," mourns
BZW*S report Where Now?, and
the trend is unlikely to improve

until well into the next century,

although set to peak around 2030.

The good news for the rest of

us in the meantime is that the

figures in question are mortality
statistics and the sector is the

funeral directing business.

Floating asset
As the tall ships headed down

the Tyne this weekend to race to

Bergen, they passed a send-off party

thrown by a company claiming

to be the only one that plied its

trade by sail from Newcastle which
is still operating there.

Mind you, it very nearly wasn’t,

admitted Cookson Group's

American chief executive Richard

‘Say something nice about his

Jurassic Park slippers’

Oster, recalling 1990 when the

industrially diversified caboodle

almost sank. Nor does he ascribe

its recovery primarily to the new
managers who have taken the helm

When they decided to go for a
one-for-four rights issue earlier

in the year, he confided, they were
a bit anxious about the outcome
of an already arranged share-

holders' visit to the plant of their

Vesuvius ceramics subsidiary at

Newmilns near Glasgow.

They became more anxious still

when not only did institutional

Investors and others representing

over half of the stock ownership
turn up, but Vesuvius's UK chief

Roger Brook blithely informed

the visitors that nobody from
management would be showing
them round the plant Instead they
were divided into small groups and
given a tour by shopfloor workers.

The moral was plain, Oster said.

The rights issue was 96.3 per cent
taken up, and the rest of the shares

readily sold. “The workers did a
betterjob than the likes ofme could
have done,” added Brook.

Class question
Is a privileged upbringing still

the best route to the top in Britain?

No. according to a survey of 130

headhunters by tbe Executive
Grapevine directory of recruitment

consultants. Almost 80 per cent
said that who you know bad ceased
to be more important than what
you know when it comes to getting

a prized job.

So how about their own
backgrounds: what sort of schools
did they go to, for instance?

The feecharging variety in 60
per cent of cases. As for

comprehensives, although the bulk
were aged at most in their 40s, the
tally was 5 per cent

Smoke rings
From cramming the lines to

clearing the air. Squeamishly
capitalist Californian long distance

telephone company Working Assets
- which has regularly offered its

subscribers free calls to Hillary

Clinton and other US eminences
to lobby for causes such as
rmtifynaHseH health-care - has hit

on another do-gooding dodge.

This time its target is the permits
the Environmental Protection

Agency issues to electrical utility

companies setting a specific limit,

according to their size, on the

amount ofsulphur dioxide each
may emit into the atmosphere.
Although intended to control

the total amount of the emissions,

the permits are marketable. A
holder that manages to maire do
with less than its quota can sell

the short-fell portion to another
which wants to belch out more.
So Working Assets is proposing

to put a percentage of the bills paid
by its subscribers into a fund to

buy up the unused permits
,
and

take them out of circulation
altogether.

“If you want to do something
to reduce pollution, this Is probably
the easiest and most direct thing

you can do," says owner-president

Pete Barnes, "Every dollar keeps
about ten pounds of sulphur dioxide

out of the air."

Well, maybe - unless the agency

resorts to the printing press and
Issues new permits to fill up the

space the company has cleared.

Golden oldie
What’s the name for the kfod

of dinosaur that was fabulously

wealthy?

Georgeosaurus.
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Stark change of style

at the New York Fed
M r William McDonough

hardly seems a natural

choice for the job of

chief firefighter for the {JS finan-

cial system. A 59-year-old with a
distinguished if unremarkable
career in commercial banking, he
is quiet, even hesitant
In response to questions last

week he was reserved and cau-

tious. only relaxing when
explaining the shortcomings of

economic data or talking about
his native Chicago. Yet as presi-

dent of the Federal Reserve Bank
of New York, a job be takes on
today, Mr McDonough is the man
most responsible for protecting

the stability of the US financial

system.
The change in style at the top

of the New York Fed could
hardly be starker. Mr McDon-
ough succeeds the man who was
responsible for bringing him to

the bank only 18 months ago, Mr
Gerald Corrigan. After eight

years as the US's second most
powerful central banker, and still

only 52. Mr Corrigan has built a
formidable reputation around the

world. Forceful, energetic, elo-

quent, it was career central

banker Mr Corrigan who led the

efforts to patch up the financial

system after the collapse of Drys-

dale Government Securities in

1982, and the 1987 share price

crash.

After 22 years at First Chicago,
one of the country's largest com-
mercial banks, Mr McDonough is

new to central banking and has
none of Mr Corrigan's experience
of quenching financial conflagra-

tions. He at least inherits a bank-

Richard Waters meets the man who
must monitor US financial stability

Log system which is in better

shape than at any time since the

Third World debt crisis broke in

1982. The process of recuperation

after the credit binge of the late

1980s and the recession of the

early 1990s has left banks far

stronger, he says. The health of

the hanking system is much bet
ter than it was a number of years

ago. Banks' balance sheets, and
those of their corporate and per-

sonal customers, have been
returned to a much greater
degree of health.”

When pressed on what could
pose the next big threat to the

stability of the US financial sys-

tem, he had only one ready
response: derivatives - the finan-

cial instruments such as futures

and options which have become
the dominant force in currency,

interest rate and equity markets
in the 1990s. The instruments are

"an extremely important and use-

ful tool for the management of

financial risk," he says, but adds:

"Like all financial instruments,

they have their own risks, which
must be managed and controlled.

We have to be careful, because

they are very complicated intel-

lectually.”

As president of the New York
Fed, Mr McDonough's pronounce-
ments will be second in impor-

tance only to those of Mr Alan
Greenspan, chairman of the Fed-
eral Reserve Board and head of

the central hanlring system. He

will also act as vice-chairman on
the 12-person Federal Open Mar-

ket Committee, which guides

monetary policy. Mr McDonough
has already been responsible for

18 months for the day-to-day
exercise of monetary policy,

which is a job delegated to the

New York Fed. During that time,

he has won the confidence of

economists on Wall Street

Mr McDonough's generally san-

guine view of US banks is

matched by a cautiously optimis-

tic view of the nation’s economy.
Inflation, he says, is likely to sta-

bilise at around 3 per cent for the

rest of this year, a level which he

thinks conducive to steady eco-

nomic growth, ft is the faltering

economies of Europe and Japan
that pose the biggest threat, he
says.

In another contrast to his pre-

decessor. Mr McDonough does
not expect to take a prominent
role Internationally, at least at

first On Friday, as his appoint-

ment emerged in an Ilth-hour

announcement, Mr McDonough
predicted that he would spend
less tune abroad than Mr Cor-

rigan - although he claims his

fluency in Spanish and neor-flu-

ency In French, as well as peri-

ods spent abroad with First Chi-

cago. mark him out as an
internationalist at heart
But, be adds, “it is a job where

that which is necessary to be
done is not predictable.”

Danes determined to see off

the onslaught on the krone
By Hilary Barnes In Copenhagen

THE SIEGE of the Danish krone
on foreign exchange markets has
reopened the debate about
whether the pressure on the cur-

rency can be put down to "specu-
lators" or something more seri-

ously wrong in the Danish
economy.
Mrs Marianne Jelved, the econ-

omy minister, is adamant it has
nothing to do with “economic
fundamentals" - and that there is

no case for a devaluation, let

alone for leaving the European
exchange rate mechanism.
As the krone enters its second

week under attack, she is deter-

mined to see the doubters and
speculators beaten off for the
fourth time in 12 months.
However, the Organisation for

Economic Co-operation and
Development, in its half-yearly
Economic Outlook published in

June, warned that the Danish
government’s expansive fiscal

policy could well lead markets to

doubt "the country’s continued
commitment to a hard currency
policy".

Mrs Jelved points to Denmark's
low inflation rate, about 1 per
cent over the past 12 months, and
a DKr28bn ($<L26bn) surplus on

the balance of payments of the

current account, well over 3 per
cent of gross domestic product
But as the OECD reports, the

central government budget defi-

cit this year and next will be
about DKr55bn, 6 per cent of
GDP, according to the govern-
ment’s own forecasts. A deficit of

half that is sought under the
Maastricht treaty on closer Euro-

pean union.

Then there is an unemploy-
ment rate of 12 per cent, which
reflects the fact that over the
past six years the annual average
GDP growth rate has been just 1

per cent In the first quarter of

this year, GDP fell by 1St per cent

compared with the first quarter

last year.

Export competitiveness has
been hit by the depreciation of

the British pound, the Swedish
krona and other currencies, leav-

ing the trade-weighted value of
the krone up about 8 per cent

First quarter exports fell in
value by 8.6 per cent from the

same quarter last year and by
about 6 per cent in volume.

Nonetheless, few leading
export companies are actively

urging a devaluation, although
their profits are being badly
squeezed. But it is “a very sensi-

tive issue", as Mr Knud Soren-

sen, chief executive of the coun-

try's biggest bank. Den Danske
Bank, said even before the latest

attack on the krone.

The coalition government,
headed by the Social Democratic
leader Mr Paul Nyrup Rasmus-
sen, is determined to get the

economy moving again. It has
embarked on an expansionist fis-

cal policy, in marked contrast to

most other European govern-
ments, which are searching for

spending cuts in the interests of

lower interest rates.

The main thrust is in big cuts

in income tax next year. Over
five years, the revenue loss will

be made up through other tax

increases, but in 1994 and 1995

the reform will be underfinanced.

In addition, there is a programme
to increase infrastructure invest-

ment.
The government says the boost

in demand a result of the
changes will lead to an increase

in GDP of 3.4 per cent in 1994,

with private consumption soar-

ing by -L3 per cent A catch is

that if demand does not expand
as forecast, the budget deficit

could rise sharply.
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EC to

debate

Croatia

sanctions
By Lionel Barber in Brussels

EUROPEAN Community foreign

ministers will today consider

trade sanctions against Croatia
to deter further Croatian and
Serb aggression in Bosnia.

The move comes after weekend
talks in Geneva aimed at per-

suading Bosnia's Moslems to
accept a UN-EC brokered plan to

turn Bosnia into a confederation

of three republics.

Lord Owen, the EC mediator,

will report to EC ministers on the

chances of reaching agreement
He is also expected to repeat
fears of a humanitarian disaster

in Bosnia this winter, unless a
peace settlement is reached and
more money raised for emer-
gency aid.

President Alija Izetbegovic, the
Bosnian Moslem leader, said yes-

terday he would not attend the
Geneva talks unless rebel Serb
forces halted their aggression
against the Moslem population.

Pressure for sanctions against
Croatia has grown within the
Community amid evidence of col-

lusion between Serbia and Croa-
tia in carving up Bosnia and
blockingUN relief convoys trying

to reach besieged Moslems.
The UK Is ready to raise the

threat of sanctions against Croa-
tia, but Germany, perhaps the
Zagreb regime's closest EC ally,

has reservations. Sanctions
against Croatia would involve
the withdrawal of trade privi-

leges rather than the kind of
wide-ranging UN embargo
against Serbia which ministers
insist must be tightened.
One idea is for Mr Willy Claes,

foreign minister of Belgium, to
visit Zagreb along with the EC
“troika" of past, present and
future EC presidencies to present

a sanctions ultimatum to Croatia

Today’s foreign ministers’
meeting in Brussels will also dis-

cuss new EC rules to allow for-

eign EC nationals to vote in next
year's European Parliament elec-

tions in the country where they
are resident, providing they are
registered in time.

Ministers will also discuss the
final form of the six new rules for

disbursement of Ecul41.5bn
(JlGObn) of structural funds to

poorer EC regions over the next
six years. This is expected to go
ahead without difficulty, but
member states are still arguing
over their share of the funds.

Major steps up
treaty pressure
Continued from Page 1

government if one or more of the
opposition parties does not break
ranks .

Meanwhile, Mr John Smith, the
opposition leader, yesterday
increased expectations that
Labour would press for a vote of
censure if the government lost

Thursday's vote and then ignored
the verdict of the House of
Commons.

FT WORLD WEATHER

Europe today
A small, but active low pressure area will move
from just north of the Low Countries across

northern Germany. It will bring rain and
thunder In most places in north-west regions

Europe. Temperatures will stay below 20°C. In

the Alps, thunder storms will develop.

Temperatures will rise to 23°C, but in areas of

heavy rain wiH drop to 17°C. Southern Europe
remains warm, with most parts sunny and
temperatures at tropical values. In southern

Spain, local readings wffl rise to 40°C.

Scandinavia wffl have sunny intervals, but

Sweden may see some showers. In most
places, temperatures wiH rise to between 19°C
and 22°C. Western Russia wiH experience

thundery showers, but temperatures will be
moderate.

Five-day forecast
In north-west Europe, it will continue cool and
unsettled with occasional showers. The UK
will have local showers, with sunny intervals

espeaailuy m the south. Scandinavia will have
more showers and rain during the next few
days and daytime temperatures will drop to

between 14°C and 18°C. Only Finland will

have higher temperatures at first In the south
of Europe, it win continue mostly sunny and
very warm.

TODAY’S TEMPERATURES forecasts by Mateo Consult of the Nethorianis
‘

Maximum Berlin shower 23 Chicago showsr 28 Faro sun 30
Celsius Bermuda fair 30 Cologne ratal 19 Frankfwt thund 23

Abu Dhabi fata 38 Birmingham shower 19 Copenhagen cloudy 19 Geneva shower 22
Accra cloudy 27 Bogota drzd 18 D* Salaam cloudy 27 Glasgow rain 20
Algiers sun 35 Bombay shower 28 Dakar fair 30 Hamburg ratal 20
Amsterdam ratal 18 Bordeaux shower 22 Dates fata 36 Helsinki fab- 21
Athens sun 35 Brussels thund 18 Darwin fab- 31 Hong Kong cloudy 32
Bangkok thund 33 Budapest fair 29 Delhi ratai 31 Honolulu fair 31
Barcelona fata 28 Buenos Aires fair 13 Dubai fair 38 tefaof Man rein 17
Beipng fata 30 CWro sun 37 Dublin cloudy 18 Istanbul sun 31
Belfast cloudy 17 Cape Town fair 16 Dubrovnik sun 34 Jersey shower 17
Belgrade sun 35 Caracas fair 31 Edinburgh shower 16 Karachi doudy 35

Latest technology in flying: the A340
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Marketing games
Lights at the Treasury and S.G.

Warburg doubtless flickered all week-

end as the vendors of BT3 tried to

separate the institutional sheep from

the speculative goats in the profes-

sional part of the sale. The dusteririg

of bids around l2p over the market

price of BT shares suggests greater

enthusiasm than there was in BT2
when fund managers kept all the

interest saving associated with partly-

paid shares. Still, that is more of a
reflection of the outlook for BT and
UK equities than the marketing effort

Overseas investors may simply view

BT partly paid shares as a geared play

on the UK market The increase in

allocations to UK retail holders thus

looks odd since institutions were pre-

pared to pay so much more. Given

that there will be little immediate pre-

mium for retail stags to sell into, per-

haps Warburg is making the job of

stabilising the issue easier by keeping

professional investors hungry.

One troubling aspect of the BT3
saga needs sorting out before the sec-

ondary sale of the power generators

next year. The Treakny, determined

to get wiaxwiinm value for its stake,

indulged in a little self-help by twist-

ing tiie Stock Exchange's arm over

reporting of large trades. There are

concerns over market manipulation

around share offers. But that applies

equally wefl to the government and
Warburg making up the rules to suit

themselves as it does to institutions

trying to depress the price.

A widely agreed framework for the

stabilisation of issues both before and
after flotations is needed. The failure

to produce one promptly will leave the

SIB’s and the exchange’s leaky ship

still lower in the water.

Consumer products
Just as the market had almost per-

suaded itself that the Marlboro ciga-

rette price cuts reflected unique pres-

sures, along comes Procter & Gamble
and attacks detergent prices. P&G's
campaign may have the specific inten-

tion of forestalling the rise of private

labels in the US. But combined with

similar moves elsewhere from Heinz

and BSN, it suggests consumer prod-

ucts manufacturers are now expend-

ing mighty efforts to drive down
prices, thereby reversing the cosy
industry trend of the 1980s. Low infla-

tion, slow growth, intensifying compe-
tition and heightened consumer per-

ceptions of value are squeezing
brands' premium prices.

Price deflation has already made life

FT-A Food retaffiag sector

painful in other Industries, such'as ofl.

Such pressures apply not only to man-
ufacturers but also to distributors.

Shareholders in the slipping sands of

the UK food retelling sector may have

further reason to question their foot-

ing. Decelerating inflation Is reducing

profits expectations. The fierceness of

the big three grocers' fight against

Costco’s planning application for a
warehouse club highlights their wor-

ries about lower-margin competitors.

The leading superstore operators

suggest gross margins are now level-

ling out after many years of succes-

sive rises. Given that new stores gen-

erate higher-than-average gross
margins, this implies those from exist-

ing stores are already sliding. Earn-

ings and dividend growth from the

sector may stSl average 8-9 per cent

over the next few years. That may
seem parsimonious when compared
with the rates of growth in 1980s. The
market, though, seems to be discount-

ing a lot worse.

Emerging markets
When the head of Morgan Stanley

Asset Management is pictured in a
scary bear costume on the front of a
US business magazine, it is clear tome
investors axe getting worried. With
the exception of Japan, most of the
world’s mature stock markets have
been lacklustre performers this year,

though some European bourses have
been a little perkier recently.

Worries over a secular downtrend
have spurred a renewed interest in
emerging markets. In America
and the Pacific rim. in particular, eco-

nomic growth rates remain strong.
Moreover, these regions seem Hkely to

increase their slice of global GDP sig-

nificantly by the gnd of the decade.

Fund managers are beginning to

juggle their portfolios to reflect tfce

new jreallty. Those stock markets

showing the best returns in dollar

Smsin the first half of 1993 were:

- Turkey, up 129 per emt; Brazil, up55

per pent: and Jordan, up 39 per cent.

Still, it would not do to give up on

the old world just yet There is a touch

Of tulip bulb fever about the rise 4f

some emerging markets. Their low

liquidity accentuates their volatility

and limits opportunities for invest-

ment on any scale. Nomura Invest-

ment lYust alone has some *360h»of

funds under management, worth mc®e

than the capitalisation of the entire

Paris bourse. Such funds have little

option but to keep the vast bulk in

secure markets in the developed

world, where privatisation is likely to

place increasing demands on them. -

United Newspapers
There appears to have been some-

thing of a whispering campaign

against Lord Stevens’ stewardship eff

United Newspapers. Given his past

involvement with the Invesco MIM
fund management group, he is notone
of the City’s favourite figures. But
United's trading record over the past

few years has been respectable. There

is little reason to let personal consider-

ations cloud United’s £190m rights

issue which closes tomorrow.

The substantive worry concerns

what United will do with the money.

The company has not spelt out how it

will use the proceeds, apart from
reducing ,

gearing. Shareholders are

always suspicious! of handing over

their cash for unspecified purposes.

United's £250m acquisition of the dis-

appointing Extol shows its record is

not spotless.

News International's launch of a

tabloid price war last week has also

unsettled United’s shares. The early

indications, are that the Daily Star has
been caught up In The Son’s wash but

that the Daily Express has been little

affected. It seems unlikely that News
International hopes for anything as
erode as knocking the Daily Star out
of business. Although the Daily Star

incurs losses it accounts for about 20

per cent of the through-put of United’s

printing plants and helps defray over-

head costs.

Ironically, United’s rights issue,

which has been fully underwritten,

may serve as a spoiling action of its

own. Institutions Hush with
.
United

paper may prove more resistant when
Mirror Group Newspapers’ administra-

tors come knocking at the door.

THE ORIGINAL DALVEY
BUSINESS CARD CASE

INDIVIDUALITYAND FINE
CRAFTSMANSHIP Amid the organisers,

filofaxes and credit card holders of today, the

Dalvey Business Card Case stands its owner
apart. Elegantly slim, lightweight yet robust,

it is a splendid decorative and practical

personal accessory.

INSPIRED BY VICTORIAN AND
EDWARDIAN ORIGINALS, the design

itself is entirely unique. It is made from high

quality stainless steel superbly polished to

give a magnificent finish which does not

tarnish. It is decorated with a solid

brass plate on which initials can

be engraved, or a company logo

embossed. Precision engineered
and hand finished, the smooth,
slender Card Case is packed

in a presentation box accom-
panied by an illustrated

booklet of period etiquette.

COMPLETE PROTECTION
of your cards is ensured. Each
one will emerge in pristine

condition, to represent you
as it should.

FINE VALUE AT £24.95 As a
personal, corporate or business gift

the Dalvey Business Card Case is

unlikely to be bettered. Engraving ofup to

3 initials £4.50 and p&p£2.75 are extra.

CORPORATE ENQUIRIES WELCOME
Please phone or fax us for quotations for

quantities and details of our full range of
unique stainless steel gifts and accessories.

Grants of Dalvey, FREEPOST 1032,
Alness, Ross-shire IV1 7 0BR.

J— — 9C— — — — — — — — — — — —
ORDER FORM (Please unite clearly)

Name •

Address :

Length: / 10mm
Width: 60mm

Full

refund

if not

completely

satisfied.

FT 1 TOTALPlease send me:

Card Cases at £24.95 each

Engraving at £4.50 each

P& Pat £1.75 each

Daytime phone number:
Choque/PO enclosed forTOTAL £

Engraved Initials Required: order by credit card by post/phone/fax:

Send to: Grants of Dalvey, FREEPOST 1032,
Access Visa Amex

Alness, Ross-shirc IV17 0BR. Expiry date:

(Tel: 0349 884111 Fax:0349 884100) Number:

(24 hours) Name on Card:

Please allow up to 28 days for delivery. Signature:

Company No. 996
62~
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Takeover activity is well below that of

the late 1 980s. Parts of the corporate

finance market, such as advice on
privatisations and cross-border deals,

are buoyant, but small businesses are
finding loans harder to obtain from
cautious banks, writes Robert Peston

Small deals,
fewer risks
THE CORPORATE finance
business has gone back to
basics. The days of hostile
mega-takeover bids or of radi-

cal innovations in financing
techniques seem long past
Today’s mergers tend to be

motivated by industrial logic

rather than driven by pure
financial goals. Companies
have become more conserva-
tive in a second sense - they
take greater care to under-
stand the risks associated with
selling a complex financial
instrument
Nonetheless, the volume of

debt and equity issues by pub-
lic companies has reached
record levels in the UK and US
over the past few months.
These trends are a response

to several factors:

Worldwide recession, which
has reduced companies’ appe-
tite for expansion and thus for

big takeover bids;

The huge level of indebted-

ness taken on by companies in

the boom yearn of the 1980s,

which now needs refinancing;

Accounting changes, which
have reduced the scope for the

sort of financial engineering

which encouraged big take-
overs and also the issue of
complex securities;

The financial difficulties of

companies which issued hybrid

securities or dabbled in deriva-

tive markets without properly
understanding the risks or the

true costs.

Published statistics show a
stark.picture^of tow. takeover.-

Monday July 19 1993

activity. In the UK, for exam-
ple, Schroders came top of
Acquisition Monthly’s league
table of financial advisers in
the first six months of this
year, having given advice on
seven takeovers with an aggre-
gate value of £491m.
In the late 1980s, when indi-

vidual bids were worth bil-

lions, a merchant bank would
have just scraped into the top
ten with tbat figure.

There was an almost equally
flat performance in 1992, when
there were only two takeovers
or mergers valued at over
Elbn; HSBC Holdings' takeover
of Midland Bank and Reed
International’s merger with
Elsevier of the Netherlands.
S.G. Warburg topped the 1992
takeover league table, having
acted in just six deals.

The pattern in the US is sim-
ilar. The value of takeover
deals in 1992 was $97.ibn.
according to Merrill Lynch
Business Brokerage and Valua-
tion. This was the second low-
est figure in nine years -

though a third higher than in

the previous year. However,
the volume of deals in the US
is picking up, even if the value
of the individual rivals is qraaii

There are also some signs

that those merchant hanks and

securities firms which have
invested most heavily in build-

Big up international networks
of offices are belatedly deriving

a competitive advantage.
According to Securities Data,

the topu tfrrg^adyiKEER :qiu"

majority acquisitions of compa-
nies anywhere in the world in

1992 have all made huge efforts

to establish operations across

the globe: the US house, Gold-

man Sachs, in the leading posi-

tion having advised on deals

worth $54bn, the First Boston/

Credit Suisse network as num-
ber two with a tally of S33.6bn,

and S.G. Warburg of the UK as
number three, with deals
worth $33.1bn.

However, one part of the cor-

porate finance market which is

booming is the giving of advice

on privatisations. The new
French government recently

announced an extremely ambi-

tious privatisation programme.
The Italian government. In

spite of the country’s economic
difficulties, is pressing ahead
with the sale of state assets.

The UK government is con-

tinuing to realise public assets
- the sale of the third tranche

of British Telecommunications
shares being the biggest such
-transaction this year. • - -

Finally, there are substantial

sales of state assets throughout
eastern Europe and south
America - while in China
there are opportunities for

joint ventures and licensing

agreements.
Another relatively buoyant

part of the corporate finance

market is cross-border deals. In

the past 18 months, highlights

have included the Reed-Elsev-
ier merger. British Telecommu-
nications’ tie-up with MCI in

the US. and Hanson's acquisi-

tion of US-based Quantum.
Meanwhile, in the UK there

has been a surge of equity

issues, as public companies
take advantage of buoyant
stock market conditions to

rebuild their balance sheets.

According to a survey by IFR
Securities Data, the amount of

new equity capital raised in

the first half of this year was
6.6 per cent more than that

raised in the whole of last year.

A total or £11.8bn has so far

been raised this
.
year, com-

pared with £llbn in 1992. This
year's first half total of 294 new
issues is 72 per cent ahead of

the figure at the same stage

last year.

The preferred method of
money raising continues to be
the traditional rights issue of

shares to existing sharehold-

ers, with £7.48bn having been
raised in this way.

S.G. Warburg topped the
league table of merchant bank-
ers handling the new equity

issues and Cazenove was the

leading broker.

In the US, new stocks and
bonds worth $530bn were sold

in the first six months of 1993,

well above the previous record

of $445bn set in the first half of

1992.

The growth of debt offerings

was caused in part by the low-

est interest rates in three

decades. These encouraged
many companies to pay off

expensive existing debt with
new, cheaper debt
. There was

.

also strong

demand for equity from compa-
nies. A record $47bn in new
shares was sold between Janu-
ary and the end of June. How-
ever. more than half of this

was in the form of initial pub-
lic offerings or company flota-

tions.

The number of big compa-
nies careering towards bank-
ruptcy has fallen, but this is

not undiluted good news for

corporate finance departments.

It has led to a reduction in

fee-earning opportunities from
advising on financial recon-
structions. Nonetheless, the
negotiations on restructuring

the debt of GPA, the world’s

biggest aircraft leasing com-
pany. have provided rich pick-

ings for a pack of financial,

legal and accounting advisers.

But one type of company in

several countries - notably the

US and the UK - has become
concerned that traditional

sources of finance have become
more difficult to tap. Small and
medium-size companies com-

plain that banks are increas-

ingly reluctant to lend to them
or only to make loans at penal

rates of interest

Banks quibble with these
complaints. They say that the
recession has led to a shortage

of demand for funds from
“bankable” companies. If the
demand for loans was there,

the banks say, they would pro-

vide them.
What has happened is that

banks have become more risk-

averse in the past couple of

years. Their biggest loan losses

in recent years have come
from lending to small compa-
nies, so they have become far

more careful in analysing the

quality or the potential bor-
rower before making a commit-
ment to lend.

A second factor is reducing
the supply of new loans to tins

sector. Regulators are forcing

banks to adhere to tougher
standards of capital adequacy
- rules governing the amount
of capital a bank most have in

proportion to the loans it

makes - than a few years ago.

The less that a bank lends, rel-

ative to a given stock of capi-

tal, the better its capital ratio.

So today when capital is in

short supply, banks are lend-

ing at a slower rate than in the

1980s. However, small compa-
nies are particularly vulnera-

ble to this slowdown in bank
lending, because even bank
regulators perceive them to be
particularly risky customers.

When calculating the risk

asset ratio, the commonly
agreed international standard
of capita] adequacy, a home
loan or purchase of govern-

ment bonds carries a lower
risk weighting than a corpo-

rate loan. That means if a bank
makes a loan to a small com-
pany of a given size, its capital

ratio is reduced by a greater

amount than if it makes a
home loan of equivalent size -

so it will only make that corpo-

rate loan if it believes the prof-

itability of doing so is greater

than in making a home loan.

In other areas of corporate

finance, leading investment
hanks say their pipeline of

potential mergers and acquisi-

tions deals is far greater than a
year ago. What no one is pre-

dicting is a return to the corpo-

rate finance boom conditions

of the 1980s.
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After the frenetic activity of the 1980s, FT writers discuss trends in the global mergers and acquisitions martcets
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THE market for merger and
acquisitions may be quiet in

London, but according to some
of the biggest corporate
finance houses In the UK,
European cross-border activity

has been picking up over the

past six months.

Mr Steve Mullins, managing
editor of Mergers & Acquisi-

tions International, believes

the past six months have con-

firmed a trend of the past year:

“The days of big takeover deals

are now over. And it is ques-

tionable whether they will

return. But cross-border joint

ventures, alliances and merg-

ers are back."

The spotlight over the past

few years has shifted to the

Continent. Goldman Sachs,
which cornered the market in

defending targeted companies,
says that in 1992 around two-

thirds of the European bids

were based on the Continent
with a third in the UK. In 1987.

the reverse was true. Some of

the biggest banks based in

London, sucb as J Henry
Schroder Wagg and Morgan
Grenfell, now devote a far big-

ger share of their resources

and staff to work on Continen-

tal deals.

Laaard Houses, involved in

the merger between Kingfisher

in the UK and Darty of France

earlier in the year, attributes

the growth in cross-border

activity to the fact that Euro-

pean companies are too small

to consolidate in their own
country.

Mr All Warnbold, head of

Lazard Brothers International

work and a partner of Lazard
Freres in New York, says:

“Most European companies are

now too small for much consol-

idation within their own back-

yard. They can either grow
through organic growth or

through diversification. Since

the latter is out of fashion

more companies are seeking to

expand through cross-border

merger or acquisitions."

Mr David Challen, head of

corporate finance at Scbroders,

says European cross-border

mergers and acquisitions

account for half of all of the

investment banks' public activ-

ities - a very different picture

from five years ago.

"We decided to develop a

serious capability in Europe
which has coincided with for

more of this activity. US busi-

nesses also increasingly
believe that they need to be

established within this grow-

ing market"
Mr Derek Higgs, managing

director of SG Warburg,
expects a continuing amount
of special cross-border activity.

“Most of the business will be

EUROPE

Bottom-fishing for bargains
Top advisers on completed European deals*

Adviser VahM
(9m)

Rank Mki share

(%)

No of

desto

Lazard Houses 2*10* 1 19* 10

Credit Lyonnais 1.506* 2 12.5 1

S.G. Wartwg Group 1.069.1 3 6.9 T

Morgan Grenfell 716* 4 5*
UBS PWUlps & Drew/UBS 829.1 5 5* i

Pierson, HekVfng & Pierson 612* 6 5.1 2

Swiss Bank 534.1 7 4.4

Lehman Bros 482* 8 4.0 5

KWnwort. Benson 459.5 9 3.8 5

WorttwmVSchrocter Group 401.1 10 3* 8

SocMe de Banque Occidentals 390.0 11 3* 1

Goldman, Sachs 362.0 12 3.0 6

BZW/Barciays - 231.7 13 1.9 4

Was3arsJ9in, PereUa 207.9 14 1.7- 1

Citicorp 154* 15 1.3 1

Adviser Value

ffml

Goldman, Sacha

Morgan Stanley

Lehman Bros
Merrill Lynch

Dillon. Read
First Boston/CSFB/CS
Lazard Houses
Salomon Brothers

Bankers Trust

WertheinVSehredsr Group
Credit Lyonnais

Wasssratetn, PereUa

Morgan GrenfeH

S.G. Warburg Group
Donaldson, Lufkin & Jenrette

11,127.4

9,568*

5.467.4

4.339.2

4,237.0

4,059*
3*29.8
1.627.4

1*79*
1*37*
1*06*
1.446.6

1*71*
1*34.7
1*88.4

iota! deals*

ank Mkt share No of

(*)
- deals

1 22* 25

2 19.7 16

3 11* 25

4 8* 17

5 8.7 4

6 8.4 16

7 6* 18

a 3.4 20

9 3* 5

10 32 17

ii 3-1 1

12 3* 8

13 2.8 15

14 2.7 11

15 2* 7

Industry totals 12*21* 100.0 698 Industry totals 48*61.1 100* 1.76S

- BodMon Jammy l and March 31, 1303 fonx StocumfW Dm Co • Batweon Januny 1 and Miecti 3'. 1B83 Source: Sacurfoaa data Co

sorting out things that need
sorting."

A typical example Is the deci-

sion of the South African
Rupert family, through their

Zurich-based vehicle Riche-

mont, to reshuffle their assets

into two defined vehicles. A
new company, Vendome, was
established to take care of the

Carter and Dunhill operations

while the tobacco Interests of

Alfred Dunhill were brought
under the roof of a smaller

Rothmans International

Mr Guy Dawson, head of cor-

porate finance at Morgan Gren-

fell, Is confident that the rise of

cross-border business should
pick up as the year goes on.

“As the recession really

bites, businesses are going to

have to come to terms with the

fact that they must rationalise.

The conditions of activity are

there even if they are not
always being turned into trans-

actions."

Mr David Jarvis, co-head of

European Investment banking

at Salomon Brothers, is

encouraged by the Increase in

cross-border mergers and
acquisitions.

Yet the pick-up in activity

appears to be at odds with

what is happening on the Con-

tinent, with many countries

going deeper into recession.

However, some advisers

believe the recession on toe

Continent offers opportunities

as well as problems.

Mr Wambold says that two

years ago most German, compa-

nies werenot for sale and even

those that were, were “scooped

out under our nose” by

another German company. The

recession, in Germany’s case

the first since the second world

war, has driven companies in

need of capital to contemplate

mergers or acquisitions for the

first time. ' . .

Those sentiments are echoed

by Mr Challen- “Recession In

continental Europe creates

opportunities. Some, companies

may find there is no option but

to do something.”

He has not yet experienced a

significant increase in activity

from privately-owned German

companies, but believes the

recession might be the factor

that forces some of them into

contemplating the sale of their

business.

However, as yet they are not

showing any signs of going on

a purchasing spree. Mr Wam-
bold still sees the US as the

best bet for such activity.

“Many companies having
beaten back the alligators over

the past three years and are

now looking to expand them-

selves.”

While much of that expan-

UNITED KINGDOM

Confidence begins to return
ASTER the exciting years of

the late 1980s, the UK mergers

and acquisitions market went
into hibernation in the early

1990s. Last year it barely

stirred in its deep sleep. But
now there are signs that the

market is waking up.

This is not to say that a

return to the action of the last

decade is expected, in the short

or even long term. It is agreed

that the frenetic activity seen

then is unlikely to be repeated.

But one merchant banker
reports the first half of 1993

has been as busy as ever before

in his corporate finance depart-

ment. though much of the
work is new issues and privati-

sations as well as bids and
deals activity.

Another says: “Confidence is

beginning to come back, but
slowly. In 1992, companies
were keeping their heads
down, containing costs and no-

one wanted to know about
making bids. Now they are

beginning to look at expanding
by acquisition again.”

However, many consider
there are few "cheap” compa-
nies available to a bidder. The
high level of the stock market
relative to companies' earnings

means businesses are expen-

sive to buy. Furthermore, the

increasing amount of research

done on companies means
there are fewer undervalued
stocks around.

Certainly the trend of hos-

tile. break-up bids seems over.

Hanson's £780m hostile bid for

Ranks Hovls McDougall last

November was topped by a rec-

ommended £935m offer from
rival Tomkins in December.
Even the Tomkins bid might
have appeared an old-style

unbundling attempt but seven
months on Tomkins had not
made a single significant dis-

posal of RHM assets.

Other hostile bids have foiled

- such as T. Cowie’s offer far

Henlys Group last summer,
and Airtours offer for Owners
Abroad this year - as investors

have given the target compa-
ny’s management a chance to

prove themselves.
Gone too appears to be the

simplistic attitude that a com-

pany on a p/e of 20 can pay 15

times earnings for another,
and make money on the. deal.

One merchant banker says
that hostile bids and finan-

cially driven bids are
“extremely difficult to win.
Investors want a cash alterna-

tive and these are difficult to

provide".

Traditionally, companies
malting share bids have offered

a cash alternative through the
underwriting system. However,
such cash underpinnings are
expensive in commissions.

Top five acquisitions of private UK companies completed h» 1992

Target flJK) Adviser Bidder Adviser Value (Em)

Virgin Music Group Goldman Sachs Thom EMI (UK) S.G. WarbUU 560

Allled-Lyons (UK
brewing Interests)

S.G. Warburg Cartsberg (UK brewing

interests)

“ 510

Del Monte Foods Inti Charterhouse Bank Royal Foods (IJKJ/Angta

American Corp (5A)

S.G. Warburg 36Q

Express Dairy/Eden Vale S.G. Warburg Northern Foods (UK) N.M. Rothschild 359

Cope Allman Packaging Credit Suisse First Bowatar (UK) Morgan Grenfell 232

Boston

Sourt* AajuMdona UzrttiytAUOATA a

The takeover timetable in

the UK takes up to 60 days
from the issue of the first offer

document, and longer if a com-
peting bid appears- Underwrit-

ers demand higher commis-
sions for longer risk periods,

especially In bids where if the

stock market falls during the

offer period, shareholders in

the target company are more
likely to opt for the cash alter-

native leaving more stock with

the underwriters.

Airtours, for Instance, said
Its failed bid for Owners
Abroad cost £9m, of which £5m
covered underwriting commis-
sions and advisers’ fees.

Agreed deals can be easier to

finance, for example using ven-

dor platings which can be
arranged to coincide with the

announcement of the bid, or
issuing convertible Eurobonds.

PilkJngton's £95m purchase
of Heywood Williams glass dis-

tribution. arm, for instance,

was financed by the issue of a
sterling 5-year bond with

1992 UK public and private league table

Adviser Value (Em) No of deals

S.G. Warburg (2*) 9,973 29

Schraders (5) 5,131 37

Samuel Montagu (13) 4,176 16

Morgan Grenfell (4) 3,193 33

N.M. Rothschild (1) 2.463 25

Goldman Sachs (3) 1*17 14

Barclays do Zoete Wedd (6) 1*66 23

Baring Brothers (7) 962 21

Lazard (16) 907 20

KJefnWort Benson (8) 816 28

KPMG Peat Marwick (-) 711 55
Price Waterhouse (-) 500 58

Coopers & Lybrand {-) 493 86
Charterhouse (-) 414 22

Credit Suisse First Boston (19) 403 4

Hambros Bank (-) 330 19

Morgan Stanley (11) 263 3

Robert Fleming (-) 262 15

Lehman Brothers (12) 256 5
Touche Ross (10) 250 46

1fts tabtfl is busa on ins 1992 puttie languo tbus pka UK prtvM travacMns complmmi Mwn
Janusrf end Oocenter 1882; • 15»1 rar**n} Soon*: AoquBHtKXtc Montfty

will produce one of the biggest

chains in the UK, with .more
than 2,000 pubs. Only two
years ago Devenish success-

fully fought off a hostile bid

The high level of the stock market relative to

companies’ earnings means businesses are

expensive to buy

equity warrants. Sedgwick, the

insurance broker, financed its

acquisition of Medisure, a pri-

vate health insurer, by a share

placing and later issued a con-

vertible bond. T & N, the motor
component maker, financed its

purchase of Goetze. a German
piston ring manufacturer, with

a share placing.

If hostile bids are out of fash-

ion, agreed or friendly deals
are the vogue. And while con-

glomeration - buying an extra

leg - is also demodfi. industry

restructuring through friendly

deals is In.

Says one corporate financier

“There is a trend for less finan-

cially-driven activity and more
industrially-driven activity.”

Such deals are more likely to

be friendly, since, he argues. If

there is a strong commercial

logic then both sides will

recognise it

Take for instance the recent

agreed deal between Greenalls

and Devenish. The combina-
tion of the two pub operators

from Boddington.

Other instances of commer-
cially driven deals are BT's
recently announced alliance

with MCI of the US, which
involves a joint venture
between the two and BT taking

a 20 per cent stake in MCI; and
Richemont’s decision to rear-

range Its luxury goods and
tobacco brands into separate

companies.
Another trend is towards

cross-border deals. Many com-
panies now feel constrained by
their domestic markets and
want to expand internation-

ally. The agreed bid by King-

fisher, the retail group, for

Darty, the French electrical

chain, was Kingfisher's first

significant move outside the

UK.
One expert says that in the

past five years, more than 60

per cent of merger and acquisi-

tion activity by UK companies
has Involved buying or selling

a non-UK asset. To meet these

needs many banks are now

stressing their global
strengths, and ability to advise

clients on doing deals in differ-

ent continents.

Many UK merchant banks
have wide networks covering

Europe, America and the Far
East. Also, those US banks
which have succeeded in the

UK market have done so by
stressing their international

expertise. Goldman Sachs, for

instance, developed its UK
business initially in the early

1980s by advising UK compa-
nies on buying businesses in

the US.
Within merchant banks one

trend has been to develop
expertise in particular industry

sectors. If a corporate financier

knows an industry intimately

he can suggest deals to compa-
nies, or thin ir laterally around
a client's problem.

Fees for corporate finance
work do not seem to have
fallen much, in spite of compe-
tition for work. One merchant
banker says: There has been
some evidence of fee cutting. If

clients are in recession we
must be as reasonable as we
can be on fees. But no one is

gaining market share on that

basis." Many say that fees are

heavily success-related, with
fee structures designed only to

cover costs If a transaction
does not go ahead.

Maggie Urry

A HEADY stock market
and a heap of economic
uncertainties have kept

the lid on merger and acquisi-

tion activity in the US. There
are some signs that business is

stinting, but it is a patchy
trend, made up of industrially-

driven deals and much,
reshuffling of corporate assets.

The overall figures tell part

of the story. According to Mer-

ril Lynch Business Brokerage
and Valuation (figures are cal-

culated on a more limited basis

than the accompanying table

by Securities Data), 2,578

M & A transactions were
announced in 1992 and the

total value of these proposed

deals reached $97.1bn. That
was a significant improvement
on the 1991 tally: the number
of deals was up by 39 per cent,

while the aggregate value of

the transactions increased by
35 per cent.

But while the deal volume
figure hit its highest level for

six years, the value of the pro-

posed transactions was also

the second lowest in nine
years. This can be explained

very simply. Last year saw an
appreciable rise in smaller
deals, but very little evidence
that either the blockbuster
mega-bid or the hostile take-

over - the combination which
provided such rich fees for

Investment banks in the 1980s
- is returning. There were just

18 deals worth Slbn or more
announced last year.

Since the start of 1993, the

trend has been more ambigu-
ous. For fee-hungry bankers,

the year did not start welL
Again on Merrill Lynch's data,

the total value of proposed
mergers and acquisitions in

the first three months fell by
more than one-fifth from the

equivalent 1992 figure, to

$18.1bn. The volume of transac-
tions, however, was down by a
less painful 2 per cent at 569.

But this pattern changed sig-

nificantly in the second quar-

ter. when a handful of mega
deals - worth Slbn or more -

were unleashed. As a result.

Securities Data, the New Jer-

sey-based financial information

group, estimates that the value
of domestic mergers showed a
25.6 per cent increase between
the first halves of 1992 and
1993. The number and value of
deals announced in May “were
the highest for a single month
since July 1990", it reports.

Included in this wave of

transactions was a $4.3bn
tie-up between British Telecom
and MCI; a $3bu-pLus merger of

Galen Health Care and Colum-
bia Hospital Corporation; the

$2.5bn joint venture arrange-
ment between Time Warner
and US West; the $2.4bn
merger of AMAX with Cypress
Minerals; and a $2bn merger
between Price Company and
Costco, two warehouse club
retailers.

Is this surge in “big deals" a
flash in the pan? Bankers, who
have every reason to talk their

UNITED STATES

Some signs of

improvement
Global majority acquisitions*

Adviser Value (Sm) Mkt Share No of deals

Goldman Sachs 54*51-1 16.1 175

First Boston/CSFH/CS 33,633* 10.0 184

S-G- Warburg Group 33*99.0 9* 68

Morgan Stanley 23,126.1 6.9 102

Lehman Brothers 19.672.2 5* 97

Lazard Houses 19*71* 5.7 77

Merrill Lynch 15*42.1 4.6 89

Samuel Montagu/J. Capel/HSBC 14,217.9 4* 50

J.P. Morgan 13*03* 3* 82

Baring Brothers 13,138.6 • 3.9 38

Salomon Brothers 11.760.5 3* TO
Schraders 11.451.0 3.4 98

Morgan GrenfeB 10.042* 3.0 93

James D. Woifensohn 10,008* 3.0 IS

Donaldson, Lufftin & Jenrette 7*71* 2.4 52

Bear Steams 7*12.5 2* 31

The Rothschild Group 7,856.7 2.3 99

Oillari. Read 6,733-4 £0 23

Bankers Trust 6*70.0 1* 44

Kidder Peabody 5,970.6 1.8 40
Swiss Bank 4,679*- 1:4 2

Banque Indosuez 4*48* 1.4 4
Kleinwort. Benson 4*74* 1* 67

BZW/Barciays 4*26.6 1.3 32
Banque Paribas 3,412-6 1* 22

Industry totals 337,105.7 100 14,144

* tnekKSa* ail pitfe and pmoMdaais announced in 1992 Source: tfW SecundK Data

US majority acquisitions*

Adviser Vatu* (Sm) Mkt share No or deals

Goldman Sachs 36,008.6 25.0 117
Morgan Stanley 1 9.207

J

13* 74

Lehman Brothers 10*86.4 11* 75
First Boston/CSFB/CS 15*55* 10* 100
Merrifl Lynch 14,192.6 - 9* 74
Salomon Brothers 12*54* 8.5 44
Bear Steams 7*73.3 5* 23
Donaldson. Lufldn & Jenrette 7*56* 5.1 50
Dillon. Read 6.173.5 4* 19
Kidder Peabody 5.910.0 4.1 36
Lazard Houses 5.711* 4.0 34
J.P. Morgan 5,322.4 3.7 36
Bankers Trust 4*50.2 3-0 23
James D. Woifensohn 4*48.8 2* 8
Montgomery Securities 3.080.1 2.1 15
Alex Brown 3*17* 2-1 26
Barr Beaty Devlin 2,381* 1.7 2
Wasaetstetn, PereUa 1*25* 1* 14
Keefe, Bruyette & Woods 1*08.4 1* 10
Smith Barney, Harris Upham 1.786* 1-Z 14
HouHhan Lokey Howard & Zukln 1,758.6 1-2 20
Paine Webber 1,718.3 1* 27
The Rothschild Group 1.712.0 1* 12
The Secure Group 1*14.0 0.8 1
Robertson Stephans 1,1804* 0.8 9

Industry totals 144,058* 100 5*77

mctata d public and private dash announced In 1992 Swwc IFR Stfcuntn Oou

book, say no. They point to a
handful of broad economic
trends, plus a number of spe-

cific sectoral developments
which - by their reckoning -
should ensure that the transac-
tions continue to flow.

The first is the impact of

very low Inflation - or even
falling prices - in many indus-
tries, and stagnant demand.
This has forced companies to
focus on cost-cutting and
streamlining their operations.

So a spate of divestments has
been triggered. Moreover,

because of the heady stock
market levels, "demergers" or
public offerings have become
an increasing popular option,
rather than more conventional
trade sales. According to Secu-
rities Data, almost 30 spin-offs
- either in the form of a distri-

bution of stock to existing
shareholders in the parent
company or via a flotation of
shares in the subsidiary - were
announced in the first 24
weeks of the year.

The “demerger" movement
has had the odd setback, how-

ever. A plan by Marriott Corpo-

ration, to spin off its hotel

management business, leaving

the ongoing company to hold

the property assets and the

bulk of the group’s debts, cre-

ated a storm of protest among
bondholders. The proposal was
fine-tuned and some peace

bought, although litigation

continues.

But, even if the proposal is

- eventually implemented, some
advisers suggest that the Mar-

riott fiasco may act as a warn-

ing to other companies. “I

think everyone will now con-

sider the demerger option very

carefully,” says one banker.

Meanwhile, a "targeted stock"

scheme proposed by RJR Nab-

isco - which would have
involved listing shares pegged

.to the food division, but creat-

ing no legal separation from
the group's tobacco interests -

was finally aborted, amid criti-

cism that the plan was too

clever by half. Financial engi-

neering. it seems, is still firmly

out of fashion.

It is also no coincidence that

the sectors where M&A activ-

ity has been most pronounced
are those where technological,

political or regulatory changes
are under way. Perhaps the

best example is in the commu-
nications field, where what
was once a battleground
between cable and telephone
companies is evolving into a

more complex network of joint

ventures and alliances- Medical
services are another area
where the deal flow is expected
to continue, if not increase.

"Whatever comes out of the

Clinton healthcare reform
package, you're going to see
activity in the hospitals and
clinical services." says ALi
Wambold, a general partner of
Lazard Freres in New York.
Meanwhile, the cross-border

deal flows are spasmodic. With
recession hitting Europe some-
what later than the US, there
has been a marked lack of
Interest on the part of Conti-

nental European acquirers.
Stock market levels in the US
are also at historically high
levels, and thus a deterrent to
buyers. That said, the recent
emphasis on cost-cutting and
efficiency in the US, plus the
nation's improving economic
prospects, have made the US
corporate sector inherently
more attractive. There has
been interest from UK purchas-
ers, for example, with the likes
of RTZ, Hanson, Bowater and
British Telecom all tying up
deals in recent months.
Meanwhile, many US compa-

nies find themselves confront-
ing a fairly mature domestic
market and some burgeoning
opportunities overseas. This
has encouraged an increasing
"internationalism" but the
sums involved in the melange
of joint ventures, co-operative
deals and outright acquisitions
are often modest.

Nikki Talt

T
HE UPHEAVAL in
Europe's foreign
exchange market last

autumn has had a number of
side effects, not least of which
has been a reappraisal of cur-

rency risk management by
many companies.
Currency risk management

is no longer relevant only to

exporters and importers,
because many companies now
have overseas operations.

However, volatility has also

had the effect of raising the
cost of instruments, such as
currency options, used to

hedge exposure to the foreign

exchange markets.
To win the hearts and minds

of corporate treasurers, who
tend to banlk at what they see

as overpriced insurance poli-

cies, investment banks have
become more adept at struc-

turing more complex options -

known as exotic options -

which meet the primary aims

of companies at a lower cost

"The second generation is

important," said Mr Albert
Maasland, manager of foreign

exchange derivatives market-
ing at Chase Manhattan Bank
in London. "Derivatives on
derivatives tend to reduce
cost and if you understand a
client’s risk profile, you can
structure products to suit their

needs."

But companies are also
aware of the risks inherent in

the use of these complex finan-

cial Instruments.
The loss of £150m in foreign

exchange dealings two years

ago by the treasury depart-
ment of Allled-Lyons, the UK
food and drinks group, illus-

trated the potential dangers, if

corporate treasury operations

are not carefully controlled.

The problem stemmed from
the practice of writing cur-

rency options, which can lead

to unlimited losses.

Tracy Corrigan looks at new instruments available to corporate treasurers

Exotic options fit the bill
There are two types of expo-

sure which companies may try

to hedge, transaction exposure
and translation exposure. In

the last year, companies have
become more active in hedging
transaction exposure - the
currency exposure stemming
from a particular sale or pur-

chase of goods of services.

While In the past the tendency
has been to hedge next year's

budget, or to hedge known
sales or purchases a year
ahead, corporate treasurers

are uow tending to look a year

or two farther ahead. “More
companies are saying to them-

selves that if they have a cur-

rency position which is strate-

gic, they should start to take
the volatility out of that risk,"
said Mr Paul Ward, a director

of Salomon Brothers in Lon-
don.

For UK companies which are
effectively long dollars, it may
seem attractive to lock tn an
exchange rate of S1.50 to the

pound over several years, for
example.
One potential problem with

hedging transaction exposure
is that there is some concern
that the tax situation may
become less favourable in the
UK, and the ability to net posi-

tions between different parts

of the company may be
reduced in the nest Budget

Attitudes to translation
exposure are more mixed.
Translation exposure arises in

companies’ balance sheets
when, for example, a UK-based
company Is operating in the

US.
tf it has no debt and is

financed by sterling equity,

the value of its assets against
its liabilities will fluctuate.

Some companies effectively

hedge against such exposure

by borrowing in the relevant

foreign currency to match
their assets.

Others take the view that

since such exposure is only in

the balance sheet, it is not
worth worrying about mere

accounting numbers. However,
in a highly geared company,
such volatility may affect
gearing and have an impact on
banking covenants.
There is widespread agree-

ment among investment bank-
ers that UK companies lag
their European counterparts
in their use of derivatives, par-
ticularly in the recent vogue
for exotic options. -

French companies in partic-

ular are known for being
highly sophisticated in their
use of options - and also have
more autonomous treasury
departments.

Among recent popular prod-

ucts which can help reduce

costs are basket options,
which allow a company to
hedge exposure to a range of
currencies, and average rate
options, which allow compa-
nies to have a smooth rate
throughout the year. Average
rate options are "a great prod-
uct for companies with a regu-
lar cash flow, because they are
quite simple to explain and
simple to use for (hedging)
transaction exposure," said Ms
Sara Sullivan at Chase Man-
hattan.

Knock-out options are
cheaper because if the under-
lying spot rate trades above or
below a certain level, the
option expires. They are gener-
ally about 35 per cent cheaper
than other options.
Meanwhile, some companies

are eschewing options in
favour of dynamic hedging. In
dynamic hedging, instead of
buying options, exposure is
hedged by buying and selling

forward contracts in the ms
set to replicate options. Ti
method creates substanti
savings for companies, accor
mg to Mike Shilling, assista
director at Record Treasui
Management
Meanwhile, some ban!

have also been touting Safes
synthetic agreements for fc
ward foreign exchange
which are essentially forwai
contracts that do not requl
an exchange of principal.
As a result, banks need

devote less capital and are le
exposed to the risk that the
counterparty will defan)
There are two types of Saf
the exchange rate agreemen
or ERA. which protects ti
purchaser against a change i

the forward foreign exchani
spread and the forwai
exchange agreement (FXA
which gives protection again
a change in the spot rate fwell as the forward spread.

#

slon is still happening in foe

•US, which is big enough to
-

accommodate much-of the-con-

solidation thatmanyJSmopean
companies cannot complete in

their own country, Mr Want,

bold believes US companies

will increasingly see the oppor-

tunities that existIn Europe.

;

Nonetheless, a problem that

still exists for prospective bay.

ere is the expense of the possk
ble targets. The stockmasked
and multiples remain high:

,

. Mainly for this reason Mr
Erik i fonas. director at Kfefc

wort Benson. - warns .against

over-optimism in the cross-tor-

der market While the Conti-

nent Is In' recesaon many buy-

'

ers are going to sit oh their

feet “It'S still a brave time for

any public company to put its

head above the parapet and

make an acquisition."

However,
.
Mr Linnes says

some buyers are “bottom fish-

ing for bargains". He attributes

the busier cross-border activity

to the -fact that a number of

companies have decided to

“swim against the tide". Those

companies which are seHers

also know that it is not, the

best time to dispose of their

business and will be waiting

for signs of an upturn in' the.

economy.

Roland Rudd
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CORPORATE FINANCE 3
Andrew Jack looks at the expanding role of accountancy firms

Rise of a new, bolder breed
GERRY ACHER and Stephen
Barrett seem to have little in

common as they sit nest to
each other on the tar side of a
desk in an office at KPMG Peat
Marwick.
Mr Acher is quietly-spoken,

soberly dressed with a plain
shirt and a conservative tie. Mr
Barrett has a mellifluous voice
and youthful looks to match
his wide, -pin-striped suit, loud,
green braces and pink shirL
Yet both men work in the

same firm - the former a life-

time accountant with what he
calls “The House of Peat" and
now one of Its senior partners
and head of KPMG Corporate
Finance; the latter a newly-re-
cruited partner into the divi-

sion from Lloyds Merchant
Bank.
They epitomise the increas-

ingly blurred description of
what constitutes an accoun-
tancy firm. They serve particu-

larly to' illustrate the new,
aggressive breed in the larger

firms encroaching into the ter-

rain of the banks in both strat-

egy and culture.

Take, for corroboration's
sake, Howard Hyman and
Anthony Browne, sitting in an
office less than a mile down-
stream at Price Waterhouse.
Both trained as auditors, but
the former in particular has
taken on much of the charis-

matic manner more usually
associated with bankers than
accountants.
Mr Hyman, head of corporate

finance for Europe for the firm,

is keen to show off his tro-

phies. As he talks, he bounces
up from his chair and reaches
for an armful of paperweight
“tombstones

1* encased in acry-

lic plastic, mini reproductions

of the documents on deals in

which Price Waterhouse has
been involved.

It is an appropriate gesture

in a market dominated by
show and aggressive market-

ing. Wanning to his theme, Mr
Hyman finishes filling the

table in front of him with the

tombstones and reaches for a
trade magazine survey sbow-

Gerry Acher: We are not a threat

to the merchant banks'

ing PW top among accountants
for cross-border mergers and
acquisition work in Europe.
"We are genuinely a four-

business firm,” says Mr
Hyman, arguing that corporate
finance - including insolvency
- is a strong contributor along-

side the traditional areas of
accounting and audit, tax and
consulting. He says that in the
year to June, his division con-
tributed one quarter of the
UK’s profits, and more than 15

per cent of those across
Europe.
KPMG, needless to say,

points to a different set of sta-

tistics than PWs. which shows
to the contrary that it has
dominance of the key elements
in the corporate finance sector.

Of course, the same trick

reverberates around the other
Big Six firms - and many of

their smaller counterparts.

Each highlights its pre-emi-

nence by some measure, while
the partners concerned hint
darkly and discreetly about the

viability of their competitors.

Is a pan-European structure a
needless additional cost? Does
investigations work logically

sit within corporate finance?

Mr Hyman goes so tar as to

say that he does not want to

reveal too much about his own
strategy, since he is sure that
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Stephen Barrett: young enough to

adapt to the partnership culture

- as so often in the past - it

will quickly be taken up by his

rivals.

There Is no doubt that
accountants have made signifi-

cant inroads into corporate
finance In the past few years.

They have gone well beyond
the traditional role of due dili-

gence work or accounting
investigation, into the realms
of brokering marriages
between companies and find-

ing financial support.

that is a trend which has
not been altogether favourably
received by the merchant
banks. They may have been

nonchalant during the late

1980s. when there was enough
business for everyone; but in

the recession of the early issos,

at a time of far more talk than
action, they are becoming
more resentful.

But the accountants believe

there is room for both sectors.

Mr Acher says his target mar-
kets are privatisations, deals
worth below £20m, and the doc-

umentary aspects of larger
takeovers. "I'm pretty relaxed
about it and the merchant
banks are pretty relaxed about
it,” he says. “We are not a
threat to them."
Mr Hyman adds that accoun-

tants have proved their worth
to banks, especially when it

comes to providing large num-
bers of staff who can work on a
single deal - quantities which
could not be easily provided by
a bank.
New Stock Exchange regula-

tions allow the accountants to

act as sponsors on new issues

for the first time this year -

although Mr Acher believes

this is probably a less profit-

able and enticing area for

KPMG.
In more indirect ways, the

merchant banks have struck

back. Not all those who have
left to join accountancy firms
have stayed. Mr Barrett
believes he will, because he
has entered at the right level -

Prize ring: Howard Hyman ({eft), with Anthony Browne, is keen to show off his collection of paperweight “tombstones”

a junior partner, young enough
to adapt to the partnership cul-

ture.

But there is also an element
of concern in the expanding
accountants’ role within the
profession. Mr Andy Pollock of

Rees Pollock, n London firm

created by former Ernst &
Young people, says; “Accoun-
tants should be accountants.

They should keep to investiga-

tions work and leave much of

the other work to the mer-
chant banks and corporate

finance boutiques."

He argues there is a funda-
mental conflict of interest -

which is particularly strong in

the Big Six firms - acting for

both or. in the extreme, several

different sides in corporate
finance work; an auditor rind-

ing a financier, advising man-
agement, and conducting due
diligence for both sides - and

partly paid through success
fees.

“You have to ask why so

many deals have fallen

through so quickly," he says.

“Nobody is taking a good, inde-

pendent look at the figures.”

He cites a recent case in which
a bank has commissioned his

firm, which found problems
overlooked by the auditor. The
problems hardly something
that auditor would have been

happy mentioning to the bank
if it had been commissioned to

do the work Instead.

But this argument leaves Mr
Acher unmoved. “Very often

there is a degree of comfort in

using the same firm," he says.

“But if any party believes

there is a conflict, I would be

happy to drop away. Goodwill

is so important and we are of

such a size that it doesn’t

cause us a conflict to do so.”

NATWEST MARKETS

! DEAL FILE

p*] December 1992

Welsh Water PLC
Disposal of 14.9 per cent,

shareholding in South Wales

Electricity pic for £68.7m

Q March 1993

The Berkeley Croup pic
1 for 4 rights issue to raise

£44.1m

Q January 1993

The Bank of England,
National Westminster Bank Pic,

Midland Bank pic, Barclays Bank PLC,

Royal Bank of Scotland pic
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Agricultural Mortgage
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McKechnie pic

Q May 7993
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£52.9m sale to Sheffield

Insulations Group pic

Q /une 1993

Carpetright pic
£11 3.6m flotation on the

Official List

Q June 1993

Sutcliffe, Speakman PLC
Balance sheet restructuring and

£5.6m rights issue
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LOYD’S OF LONDON
will finalise its plans
to attract corporate
investment later this

month, signalling an important
shift in the character of the

305-year-old insurance market
Lloyd’s leaders believe that an
influx of fresh capital from
institutional investors, insur-

ance companies and individu-

als is essential if the market's

recent losses are not to be fol-

lowed by shrinkage and possi-

ble break-up. But In spite of

some encouraging recent signs,

the success of Die efforts to

attract new money is far from
certain.

Lloyd’s initially agreed to

invite corporate investors to

join the market in January last

year, when the council, or gov-

erning body, accepted the
recommendations of a market
task force, headed by the pres-

ent chairman, David Rowland.
The discovery in the spring of
1992 that the entry of new
"incorporated Names” would
not require any amendment to

the 1982 Lloyd's Act, which
sets out the market's self-gov-

erning status, led the council

to step up its preliminary
work. And in April this year
Lloyd's announced the basic

rules for corporate participa-

tion as part of its new business

plan.

Underpinning all these devel-

opments has been a realisation

that Lloyd's cannot now hope
to sustain - let alone expand -

its existing capital base by

Lloyd’s prepares to take on a new character, writes Richard Lapper

Capital idea ready to

relying on the individual mem-
bers or Names, who have tradi-

tionally supported underwrit-

ing with their personal wealth.

Lloyd’s losses in the past five

years amount to more than
£6.5bn and have left several

thousand Names facing the

prospect of financial ruin.

Since 1989 more than 13,000

Names have been forced either

to resign or cease underwrit-

ing, reducing overall capacity

from £lLlbn in 1990 to £8.7bn

in 1993. More than 2.000 Names
have applied to the market's

hardship relief scheme, under

which Lloyd'6 reschedules
their debts and allows Names a

modest income and home.
Worse still the average age of

the 19,770 Names who continue

to trade at the market is more
than 55.

"Anno Domini and our losses

mean that we are an eroding

asset,” says Mr David James, a
Name and leading business-

man who joined the council
last year. "There is not going

to be a new flood of Names. We
can only come through this

morass if we attract new capi-

tal. The reality Is we must
expect further erosion. If we
cannot replace that we are in

some trouble." Further impe-
tus for the move to corporate
capital is coming from Lloyd's

agencies - which handle the

affairs of individual Names and
manage syndicates. With more
than 17,000 Names either con-
templating or taking legal

action, agents are anxious to

attract more stable investors.

In its business plan Lloyd's

announced that corporate

investors would be asked to

deposit 1.5 per cent of their

stamp capacity (the amount of

premium they are allowed to

accept according to Lloyd's

rules) in 1994 and pay a subse-

quent annual fee equal to 0.5

per cent of stamp. “Incorpo-

rated Names” must also

deposit 50 per cent of their

stamp with Lloyd's to under-

write (compared to between 20

per cent and 30 per cent for

individual Names). Lloyd's
aims to achieve average under-
writing returns of 10 per cent

per year would therefore guar-

antee corporate investors a
pre-tax return of 20 per cent

from underwriting. Coupled
with investment income of
some 7 per cent incorporated

Names could hope to achieve
pre-tax returns of up to 27 per
cent, the business plan says.

A lready the prospect of

these returns has
attracted a number of
investment bankers

to work on corporate capital

projects. Late last year two
banks - JP Morgan of the US
and SG Warburg, of the UK -

agreed to advise Lloyd's on its

plans. Other financial institu-

tions such as James Capel,

BZW Securities, Salomon
Brothers and Phoenix Securi-

ties, a niche securities house

active in the international

insurance market, are explor-

ing a series of initiatives.

Marsh McLennan. Johnson &
Higgins. Sedgwick Group and
other insurance brokers, which
have a detailed knowledge of

the quality of the syndicates
active at Lloyd’s, are working
with the banks on developing-

these schemes. Among the
most developed are:

Morgan and Marsh teamed
up in developing a $70m Ber-

muda-based company which
will provide quota share rein-

surance on an exclusive basis

to syndicates managed by the
Merrett Group at Lloyd's, one
of the biggest of the Lloyd's

managing agencies. Mr Dennis
Purkiss, chief executive of Mer-
rett, says the new company
could eventually become an
“incorporated Name" at
Lloyd’s in its own right..

CLM, a subsidiary of Sedg-

wick, the Insurance broker,

has teamed up with BZW to

launch a £200-300m investment
company, which would be

listed on the stock exchange
and participate in Lloyd's

through up to six subsidiaries,

each of which would become
incorporated Names. While the

company would be based in

London and eventually listed

on the stock market, the sub-

sidiaries could be licensed as

insurers in Bermuda, where
both the tax and regulatory

environment is gentler. BZW is

the company among
individual and corporate inves-

tors and hopes to launch it by
the autumn.

Phoenix Securities is work-
ing with Anton agency at
Lloyd's in the development of

various vehicles, while Salo-

mon Brothers has linked up
with Johnson & Higgins.
Marsh McLennan and J P Mor-
gan have launched a SIbn
investment fund, a portion of

which could be directed to the
Lloyd’s market.
Two main questions cast a

shadow over all these schemes.
Lloyd's has stOl to convince

investors that a plan to isolate

billions of dollars of potential

liabilities from US pollution

and asbestosis will be effective:

The proposal to “ring fence”
these liabilities by transferring

all policies underwritten by

launch
Lloyd's syndicates in 1985 and
nil earlier years to a new rein-

surance company, NewCo.
formed an important part of

the business plan.

Lloyd’s admits though that

the grhgmA is highly ambitious

and is dependent on months of

painstaking efforts by market

officials. More importantly,
Lloyd's is coining under pres-

sure from groups of loss-mak*

big Names to modify the terms

on which corporate capital can
join Lloyd’s.

The rebels argue that corpo-

rate Investors must pay a
higher joining fee or contribute

part of their future profits to a
fund, which would be used to

help pay the losses of Names
badly hit by recent losses.

The issue figured promi-
nently at an extraordinary gen-

eral meeting in July and will

be an important part of a confi-

dence vote on which Names
will vote by early August Mr
David Rowland, chairman, is

keeping his fingers crossed
that Names will vote against

the rebel motions. Defeat
would rule out the introduc-

tion of new corporate investors

at least in the medium term
and could seriously jeopardise

the market’s existence.

John Gapper considers the risks posed by small businesses

Banks re-think lending policy
O F ALL sectors of cor-

porate finance, lend-

ing to small and
medium-sized busi-

nesses faces the greatest uncer-

tainties. British banks have
been forced into a fundamental
re-think both of the terms on
which they do such business,

and even whether they should

be doing it at alL

While banks ponder their

future in the market, smaller

businesses are themselves con-

sidering ways to avoid more
exposure to loans after poor
experiences. Both sides are
licking their wounds after a
wave of company failures that

emerged as big provisions on
bank balance sheets.

This sense of uncertainty is

relatively new for small corpo-

rate finance. Lending to the
sector has appeared the last,

best hope of many British
banks after the process of dis-

intermediation of large corpo-

rate business which nourished
in the 1980s cut lending mar-
gins to wafer-thin levels.

In contrast to larger corpo-

rate lending margins of below
50 basis points - or half a per-

centage point - small firms
have been forced to obtain
money at up to 6.5 percentage
points above base. This form of

traditional bank business logi-

cally offers tee best hope of

higher returns on capital.

Apart from the size of mar-
gin, small corporate lending
also tends automatically to

attract other fee-earning busi-

ness for which banks have to

press large companies. Fees for

services such as clearing
cheques not only raise overall

profits, but help to support the
cost of branch networks.
However, the assumptions

underlying much small corpo-
rate business have been put in

question by the experience of

the last UK economic cycle.
Ranks foiled to assess the risks

of lending in the over-heated
economic surge of the late

1980s, and were caught in the

backlash of corporate failure.

Despite the attention
attracted by the well-known
cases of corporate failure.

many of the banks' bad debt
problems have been caused by
small firms. Nearly half
National Westminster's bad
debt provisions of £1.3bn in

branch banking last year were
on loans of less than £50,000 -

both corporate and personaL
Banks have drawn three les-

sons from these problems. The
first is that they have assessed
the level of risk wrongly. The
second is that much of what
they took to be retrievable loan

capital was in effect equity.

The third is that they did not
have enough data to under-
stand their debtors.

The problem with the re-as-

sessment of risk is that small
business lending risk is closely

allied to the severity of eco-

nomic cycles. This means that

much of the calculation of

future risk depends on which
view the bank takes of Britain

achieving more stability.

Assuming greater stability in

future, banks would be wrong
to price loans to compensate

for a similar wave of corporate
foilure. Such pricing would
raise margins drastically, and
would risk them losing market
share to others, or to other
forms of financing such as
leasing and factoring.

The second lesson is illus-

trated by the fact that NatWest
estimates that 25 per cent of

the lm small companies who
deal with the bank are continu-

ously overdrawn. They are

thus clearly not using the
whole of their overdraft facili-

ties purely as an occasional
source of working capitaL
The problem is what action

banks need to take. The British

preference for shorter-term
sources of financing - notably

the overdraft which is not
available in many other coun-
tries - is not something banks
can correct alone, although
most are putting more effort

into extolling fixed rate loans.

One answer would be to try

to provide more equity capital

to small companies on the
model of Germany. However,
few UK commercial banks

have the expertise at branch
level to feel confident in taking
equity stakes. Moves towards
developing venture capital

expertise have so for been lim-

ited.

Nonetheless, UK backers are
getting increasingly worried
about the traditional structure

of lending. Mr Brian Pearse,

chief executive of HSBC’s UK
subsidiary Midland Rank hag

called for banks to find ways of
encouraging equity stakes,

including the offer of equity
options to small firms.

The third lesson is that
banks have discovered little

they know about many of the

3.3m small firms with which
they have relationships. Partly
this is because some relaxed

diligence of new propositions

in the late 1980s as asset price

rises seemed to make them
needless.

Banks tend to argue that this

is partly because companies do
not know enough about their

own businesses. Barclays Bank
recently published survey fig-

ures showing that 54 per cent

of British small businesses do
not have a financial plan that

includes budgets, and analysis

of cash flow.

Nonetheless, banks are
actively thinking of ways in
which to encourage the busi-

nesses with which they deal to

collect and forward more thor-

ough information. Some banks
are also trying to monitor
account movements to identify

earlier those companies which
are heading into financial

problems.
These developments pose

two questions for small busi-

ness financing. The first is

whether particular banks are

likely to build a greater market
share by moving aggressively

into the market while others

hold back. The other is

whether forms of non-bank

finance will achieve more
prominence.
As for. as individual banks,

are concerned, the one most

likely to build market share

appears to be Midland. It has

gained both greater capital

strength, and treasury and
trade finance resources from
the HSBC acquisition last year.

The hank has been emphasis-

ing this in marketing efforts.

As for as wider competition

is concerned, leasing and fac-

toring companies and bank
subsidiaries are emphasising

the benefits of alternative

forms of finance. However, the

overall structure of small cor-

porate finance appears to

depend above all on bank strat-

egies.

For the moment, relatively

weak loan demand means that

banks and their customers are
not faced by hard choices. But
the hardest question for both
sides is whether they will force

the changes about which they

are talking when the recovery
picks up, and real choices have
to be made.

Banks failed to assess the risks in tfie economic
surge of the late 1980s

We believe that

rolled-up sleeves are

more important

than pin-striped suits

When you use the services of KPMG Corporate
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Robert Peston on the secondary market in distressed corporate debt

Loans that change their spots
RELATIONSHIPS between
banks and big companies have
become increasingly fragile

over the past few years.

Most banks have increas-
ingly felt the need to pursue
profit, which has had a number
of consequences, not all of
them pleasant for companies.
Banks have, for example,

diversified into new busi-
nesses. such as investment
hanking. It has been quite com-
mon for one of these new
investment banking subsid-
iaries to give advice to a bidder
in a takeover battle whose tar-

get has been one erf the bank's
own clients.

Needless to say. the client
under attack is normally furi-

ous at what it sees as a breach
of trust - the bank’s argument
that the investment banking
subsidiary is acting as an inde-

pendent entity, behind a “Chi-
nese Wail", cuts no ice.

More recently, investment
banking habits have been hav-
ing an even more profound
effect on the relationship
between banker and corporate
client

Investment bankers regard
all assets in tbeir balance
sheets as tradeable. Trading
these assets is normally easy,

because most of the assets are
in the form of securities.

However, only a relatively
small proportion of the assets

of most banks are securities.

Most of their balance sheets
consist of loans, either to com-
panies or individuals, which
have traditionally not been
tradeable.

In the past, when a bank
made a loan to a company or
individual, it was in effect con-
tracting to maintain a relation-

ship with the borrower till the
loan was repaid. But not any
longer. Many banks now want
to be able to sell these loans.
The reason for this change is

that the worldwide recession
has left banks with little spare

capitaL The ability to trade in

loans allows a bank to rapidly
adjust the size of its balance
sheet to a level best suited to

its capital resources.

Over the past decade, three
different markets in banks'
assets have grown up. Two of
these are now relatively well

established: the market in

bank loans to less developed
countries and the market in

mortgages and consumer
loans, repackaged as securities,

or securitised.

However, a third market is

developing, the existence of

Pen Kent selling the debt may impede attempts to rescue a company

which is having a very pro-
found effect on the traditional
relationship between banks
and their corporate clients.

This is a market in distressed

corporate debt, or loans to
companies which are experien-
cing financial difficulties.

Until recently, when a com-
pany had financial problems, it

would normally expect to nego-
tiate a debt restructuring with
the bank or banks which had
originally granted its loans and
which it felt it knew well
However, a number of com-

panies in difficulties have
recently discovered - to their
shock - that their banks have
sold their loans to other finan-
cial institutions. In the past
year, this happened to WPP,
the advertising group, and to
isosceles, the supermarket
operator.

Such sales can complicate
the process of negotiating a
debt restructuring, because the
buyers of the debt may need
time to get to know the com-
pany and understand its prob-
lems.

On the other hand, propo-
nents of the new market argue
that there can be a benefit
stemming from such debt
sales. A company’s original
bankers may have become so
disenchanted with a troubled
company that they will refuse
to grant any new credit to that
company. A new institution
may, however, be rather less

dogmatic.

The market developed first

In the US five years ago.
M J Whitman, one of the lead-
ing brokers of such debt, esti-

mates that distressed US corpo-
rate debt with a face value -

not to be confused with its sale
value - of $5bn was traded in
1992, double the level of the
previous year.

“This year, between $5bn
and $7bn is likely to be
traded,” said Mr Peter Lupoff.

Lord Alexander: w3I not rule ft out

who is in charge of corporate
debt trading at the firm.
When trading first began,

the sellers were typically
branches of non-US banks or
smaller regional banks. They
tended to sell their participa-
tions in syndicated loans
granted to those companies
with which they did not have a
close relationship.
.However, over the past year

some of the biggest US banks,
including Citicorp, Wells Fargo
and First Chicago, have started
to make such sales, particu-
larly of loans to property com-
panies.

“Some of the sellers in the
past year were the agents for
loans." said Mr Lupoff. In other
words, banks have sold their
interest in loans to companies
even when they knew the com-
pany quite welL
Citicorp has formally recog-

nised that banks have now
acquired a trading psychology
by producing an index of bank
loans to companies, which in
theory allows banks to com-
pare the return of making
loans to companies with the
returns available from invest,
mg in securities.

The leading tankers in the
debt, Whitman, Goldman
Sachsand Oppenheimer, are
now trying to develop the mar-
ket tn-the UK There is also
one new UK firm, Klesch and

Company, specialising in the
market.

The UK market is still smalL
Like the US market in its early
days, sellers are often foreign
banks with branches in Lon-
don - and they have tended to
sell tbeir debt participations in

companies with which they do
not have a close relationship.

But there have been trades
in the debt of several compa-
nies in difficulties, including
Maxwell Communications Cor-
poration, Brent Walker, Isosce-
les. WPP, Guinness Peat Avia-
tion, Eurotunnel. Heron and
Polly Peck.
UK banks say they are hesi-

tant to enter this market -
though most are considering it.

“It is not something we would
rule out,” said Lord Alexander,
chairman of National Westmin-
ster Bank, the UK’s second big-
gest bank.
An additional factor In the

slow growth of the market has
been that UK investment insti-
tutions, unlike their US coun-
terparts, have not yet emerged
as very enthusiastic buyers of
the debt. However, they are
being lobbied intensively by
the brokers.
One reason for believing that

a UK market may eventually
take off has been the changing
attitude of the Bank of
England.

Its associate director, Mr Pen
Kent, said in a speech last
November that he was con-
cerned that selling the debt of
a troubled company could
impede attempts to rescue it
Selling debt in response to
news that a company is in diffi-
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Norma Cohen on an attempt to beat the taxman over ACT scrip v cash acceptances

Scrip option plan has
a short shelf-life

THE ability of Britain’s
corporate, financiers to twist
new financing techniques to

the disadvantage of the tax*
roan is legendary. But the
problem of surplus Advance
Corporation Tax Cor those with
too low a corporate tax b01 to
offset has had them stumped
for years.

Thus, there was a certain
frisson in the City when BAT
Industries, long dogged by
unrecoverable ACT,
announced its advisers had
comeup with a plan to tackle
it The plan, advanced by Bar-
clays de Zoete Wedd, seemed
simple.

BAT would offer to pay its

shareholders their usual divi-

dend in cash, incurring ACT
on all those payments. But
those who elected to take their

dividends in shares, which do
not attract ACT, could earn a
dividend worth up to 50 per
cent more. From the deal, BAT
would save £97m in ACT
charges and another £334.7m
assuming that all shareholders
took scrip instead of cash.

Even better, BZW told share-

holders that they could achieve
the best of both worlds, getting

cash worth almost 50 per cent
more than the dividend. BZW
would operate a kind of resale

facility, offering to buy - at no
dealing cost - the extra shares

at a discount to the market of

only 5 per cent. Shareholders
who exercised the scrip option
but then sold the extra share
allotment would still be better

off than those who chose the
initial ACT-attracting cash div-

idend.

So attractive was the tech-

nique that seven other big UK
companies quickly announced
plans for similar techniques.

But then, things began to go
sour. Just why they did so is a
complicated story but ulti-

mately, BZW acknowledges,
enhanced scrip cfividends are a
virtuous product with a regret-

tably short shelf-life.

Mr Amir Ellon, managing
director, corporate finance, at

BZW and one of the architects

of the structure, says the group
began to think or ways to help

companies around the problem

of surplus ACT in 1991. Ini-

tially, BZW toyed with the idea

of issuing A and B class

Caroline Burton: Td Bke my
dMdend In cash, thank you*

shares, one of which would
attract ACT and the other not.
But previous experiments with
that structure, along with the
general distaste among inves-

tors for different classes of
shares, led it to abandon that

route.

The enhanced scrip dividend
structure, he says, Is blind-
ingly simple by comparison.
The problem with scrip divi-

dends is that shareholders do
not like them. In Britain, tax-

exempt institutions such as
pension funds find them unat-
tractive because they are able
to reclaim 20 per cent of the
ACT paid by the company, so
that the return on a cash divi-

dend is even higher than it

appears. Thus, scrip dividends
have a traditionally Low
take-up of under 5 per cent
The sheer volume of the BAT

offer made it attractive to the

institutions and overcame
their initial distaste for new
share certificates.

But after file initial eupho-
ria. doubts began to creep in.

The Association of British

Insurers, one of the UK's most
infinuntifll shareholder groups,

said it was concerned about
them. “These are like

icecream,'' says a member of

the ABTs investment commit-
tee: “They glisten at first but

after they've sat in the sun for

a while they don't look so
good."
The ABI view is that, as a

one-off arrangement to avoid

unrecoverable ACT, the use of

enhanced scrip dividends is to

be welcomed. But by next year,
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Amfa- Store one of the architects of

the structure

its use should become obsolete
because the Treasury has
already promised to introduce
foreign income dividends.
These will help companies
with foreign profits to pay divi-

dends out of those profits with-
out incurring an ACT charge.
However, the ABI is worried

that companies will issue them
repeatedly, in effect turning
them into a rolling rights
issue. A significant expansion
in the number of outstanding
shares raises questions about a

company’s ability to finance
them.

After all, extra shares over
time may force companies
either to restrain their divi-

dend Increases or, worse, to
cut pay-outs on each share.
But BZW says that companies
need only earn a 15 per cent
return on capital to ensure
that the dividend stream is

maintained.
Shareholders are also con-

cerned that the use of scrip

could evolve into a kind of
“fudge” for companies which
are short of the cash necessary
to pay the dividend, but are
unwilling to say so publicly.

Among the companies which
issued enhanced scrip divi-

dends was Forte, which also
announced a cut in its divi-

dend.
“If 1 want a company’s

shares I’ll go out and buy
them," says Ms Caroline Bur-
ton, director of investment
management at Guardian
Royal Exchange. “In the mean-

CARC LO
ENGINEERINGGROUP

pu

:

Issueofnew ordinary shares of
5p each in connectionwi th

Recommended Offers

ArthurLee& Sons pic

June, 1993

Profile: 3i

Venture that went adrift

time, I’d like my dividend in
cash, thank you very much.”
However, the greatest con-

troversy over enhanced scrip

dividends is not over their effi-

cacy but about the profits to be
derived from advising compa-
nies on their use.

Swiss Bank Corporation
caused a commotion when it

saidlt would repurchase extra
shares issued as dividends by
BAT at a discount of only 2 per
cent to market price, undercut-
ting BZW*s 5 per cent discount
SBC said it could offer a

smaller discount after applying
an options model analysis to

the offering and realising that

the risk to the buyer justified a
much lower fee. In defence of
the wider discount it bad
sought initially, BZW said that
at the time, it bad no idea what
the take-up of the enhanced
scrip would be and therefore, it

judged the risks to be greater.

SBC, it said, made its price

offer with tbe benefit of hind-

sight

Wanted. New owner for

Europe's largest venture capital

company- Slightly shopsoiled

from standing in the display

window for the past two years

but still a basically sound busi-

ness.

WHAT is to happen to 3i. the

grandfather of the British ven-

ture capital industry, after its

clumsy attempts at a public

flotation? Continuing uncer-

tainty about the future of the
largest provider in Europe -

let alone in Britain - of equity

and long-term loan finance to

small businesses is a cause of

some concern.
The repeated postponement

of the planned notation has
dented the company’s image
and done little for staff morale.

More important, small and
medium-sized companies des-

perate to raise extra funds to

finance growth may find that a
key player is distracted from
its primary business.

3i’s problems came to a head
in April when the banks which
are its present shareholders
announced an indefinite post-

ponement of the flotation.

Apparently prompted by a
change of heart by Barclays
and National Westminster
Bank, which together own 41

per cent of 3i. shareholders
said they would wait until the

economy improved.
Mr Alan Wheatley, a former

senior partner of accountants
Price Waterhouse brought in
as chairman to spearhead the
flotation, stepped down.
There are now three main

options open to 3i and its

shareholders. They could:

Maintain the status quo.
Pressure is off the banks, par-

ticularly Midland which is now
part ofHBSC Holdings, to raise

funds by disposing of their
stakes.

But while the banks might
not be so desperate to raise

money by the sale of 3i, the

company itself is keen to top

In recent years 34 like

the rest of the venture

capital industry, has
shifted its emphasis to

larger deals

up its finances. It had planned
to raise new money at the time
of the flotation and is currently

testing the market to see if it

could raise a $300m-$400m
fund.

This would, however, leave a
fundamental problem unre-
solved: the big hanks all have
their own competing venture
capital activities. In recent
years 3i, like the rest of the
venture capital industry, has
shifted its emphasis to huger
deals, bringing it into direct

DaityFatm

DairyFarm
InternationalHoldings Limited

US$208,957,000

Euroconvertible Preference Shares

May. 1993

competition with the bank-

owned venture funds. If 3i re-

emphasised its focus on
smaller deals, its shareholders

would not complain.

Allow one of the banks, or

another financial institution,

to buy 3i. National Westmin-

ster is believed to have
expressed an interest at one

stage while 3i recently consid-

ered the possibility of a link-up

with Charterhouse Develop-
ment Capital. But the banks
would be unwilling to see the

fruits of 3i’s long-term invest-

ment activities fall into the
hands of a rival.

Allow a large pension fund
investor or group of investors

to acquire 31 For most, this

would represent no conflict of

interest with existing activities

and it should not provoke the

jealousy a bank sale would.

However, the poor returns

from some of their investments
have marfp pension funds cau-

tious about venture capital

investments over the past two

years and there might not be
many takers.

3i is in an unhappy position

for a company which depends
on making long-term invest-

ments. While uncertainty
about the flotation persists,

attention will focus on its own
short-term prospects.

Charles Batchelor

Profile: JARDINE MATHESON
Public Offer Euroconvertible

An empire in

the setting sun
THE PURGE of the board of

Trafalgar House was com-
pleted recently, at the behest

of Mr Simon Keswick, chair-

man of Hongkong Land, a sis-

ter company of Jardine Mathe-

son.

Mr Keswick, who with his

brother Henry in effect runs

the Jardine Matheson empire,

became chairman and
installed Hongkong Land’s

In a dawn raid in October,

Hongkong Land took a

14.99 per cent stake in

Trafalgar and demanded
boardroom representation

finance director, Mr David

Gawler, in the same position

at Trafalgar.

Jardine Matheson is one of

the last of the traditional

expatriate-run Hong Kong
trading companies, whose

assets range from hotels and

offices in Hong Kong to a con-

trolling stake in the UK super-

market chain Kwik Save.

Those unfamiliar with the

ways of the Keswicks could be

forgiven for thinking that

Hongkong Land had just

bought Trafalgar. But that is

not how Jardine Matheson

does business.

In a dawn raid on October l

1992, Hongkong Land took a

14.99 per cent stake In Trafal-

gar and demanded boardroom

representation. Trafalgar

reacted by bringing forward

some of its management

changes. . . ....
But Hongkong Land tigbt-

ened its grip by gradnaUj tak-

ing its stake up to 25 percent

and had two of its directory

Mr Rodney Leach and sir

Charles Powell, appointed as

non-executives. ,, ,

Hongkong Land considered

having Sir Charles over

as chairman but decided

mtfwid on Mr Keswick-

Sir Nigel Broaches, former

chairman and founder of the

group, described Hongkong

Land’s decision to take a stake

in Trafalgar as “trying to get

effective control without pa^

ing a bid premium.^now

b^ves it was for the good,

Mr Leach, who
JjJjJfJL

director of Jardine Matheson,

said his group’s involvement

in Trafalgar should not be
seen as a prelude to making an
outright bid for the company.

“This is a long-term invest-

ment We are not in the busi-

ness of taking stakes as a pre-

lude to making bids. We do
not take the cheap, expedient

way. We are interested in

what the profits of Trafalgar

will be in five years time.”

Since Hongkong Land has

taken effective control of the

group there is no need to ques-

tion Mr Leach’s guarantee.

This is born out by Hongkong
Land’s involvement in Kwik
Save.

Dairy Farm international,

the food retailing arm of

Hongkong’s Jardine Matheson

group, recently increased Its

stake in Kwik Save to just

over 28 per cent
The UK supermarkets chain

made record pre-tax profits of

£110.5m in 1992.

In July 1987, Dairy Farm
succeeded with its £147m par-

Net gearing at the last

balance sheet was a mere

22 per cent and the

group is effectively

ungeared

tial tender offer for a 25 per

cent stake in Kwik Save.

Rowan Morgan, retailing

analyst at Nikko Europe, says:

-Over the last five years Kwik

Save has produced the fastest

earnings growth rate in the

sector with the exception or

ArgyiL The quality of growth

has been high, based upon

strong like-for-like sales

growth and organic store

development rather than being
nwin hAMtinP HTO&S

margins."

Net gearing at the last bal-

ance sheet was a mere 3-2 per

cent and the group, is effec-

tively ungeared. The Jardme

Matheson empire may have hit

on a controversial method or

taking control of companies

but if it continues to produce

tbe sort of results unveiled at

Kwik Save it is unlikely to be

stopped.

Roland Rudd

ChiaHsin Cement Corporation
[hicvrportazdia*compajJxiimiKtllx/t)t*rriin TfcfcMM. RepublicofOwns)

Offeringof

2,100,000 Global DepositaryReceipts

representing *

21,000,000 shares ofcommon stock

May, 1993

International Equity

TrafalgarHouse
PublicLimited Company

£204,500,000 Rights Issue

Underwritten by

RobertFleming& Co. Limited

February, 1993

Rights Issue

David Lloyd Leisurepic

Placingand Offer for Sale

by

RobertFleming& Co. Limited
Issuing House and Stockbroker

March, 1993

Initial Public Offering

United Biscuits (Holdings) pic

Acquisition

ofthe
snackfoods business of

Coca-ColaAmatilLimited

January. 1993

Cross-BorderAcquisition
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Tel: 071-638 5858 Fax:071-6389110

Theseannouncements appear as a matterofrecord only.

Robert Fleming & Co. Limited is a memberofthe London Stock Exchange and The Securities and Futures Authority Limited.
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FINANCING the transition
from central planning to priva-

tised market economies is all

about creating capitalism with-

out capital. Not surprisingly

this unprecedented task has
spawned some unprecedented
“solutions", not all of them
very healthy.

A recent study by Salomon
Brothers of New York, for

example, found that mutual
default on payments between

enterprises was the main
source of financing economic

activity in Russia during the

first half of 1992. According to

the June edition of Salomon’s

Russian Economic Issues,

inter-enterprise debt rose 82-

fold from Rbs39bn on January
1 to Rbs3.200bn on July 1 last

year.

This uncontrolled explosion

of funny money made a mock-
ery of attempts to moderate
inflation and obliged the gov-

ernment to permit the central

bank to issue a surge of new
money or face the conse-

quences of forcing 90 per cent

of industry and the financial

sector into bankruptcy.
But the decision to print

more money did nothing to

help the grass-roots transfor-

mation of the economy which
is taking place, but virtually in

spite of government actions.

Nearly half the new credits

were used to prop up the dis-

credited collective farm, and
agro-industrial sector and

THE departure of flagships

Hongkong & Shanghai Bank-
ing Corporation and Jardine
Matheson before the Chinese
assume sovereignty in 1997
appears to symbolise the inter-

national image of corporate
Hong Hong, but the reality
could not be more different

Far from struggling to lower
their exposure to Hong Kong,
most of the colony's busi-

nesses are expanding their
investment portfolios in Hong
Kong and in the land of its

future masters.

When Britain and China
signed a joint declaration
sealing the fate of Hong Kong
as a future Chinese territory, a
corporate exodus was widely
expected.

Jardine Matheson seemed to

set a trend in 1984, when it

moved its domicile to Ber-
muda. tacitly implying a lack
of confidence in the post-1997
administration. It looked as if

other companies might
restructure asset portfolios in
favour of safer havens, such as
North America and Europe.
Indeed, some companies

have dabbled overseas in prop-

much of the remainder to sus-

tain the military factories, the

study concluded.
The growth of unregulated

inter-enterprise debt Is a prob-

lem throughout the former
communist bloc and will

remain so until a combination

of bank reform, bankruptcy
legislation and privatisation,

separates out the hopeless loss

makers from the basically

.sound enterprises which can
be re-financed, down-sized
where necessary and re-floated.

But this process is gathering

pace, starting with the three

central European states -

Poland, Hungary and the

Czech Republic. These are the
most advanced along the path

to privatisation and structural

reform and the most attractive

to foreign investors. But simi-

lar moves, albeit at an earlier

stage, are also taking place in

Bulgaria, Romania and the Bal-

tic states.

Despite the low level of aver-

age incomes the past three

years have seen a widening of
income differentials and a
growth of personal savings
which has surprised most
observers. After an initially

hesitant start the mass privati-

sation programmes pioneered
by former Czechoslovakia and
Poland have also been enthusi-

astically received, turning mil-

lions of citizens into small-

scale shareholders at an Initial

cost of a few weeks’ wages.

erty developments in Canada.
California and Australia. Bat
the track record of Hong Kong
investors who have moved out-

side the cosy borders of the
colony has been extremely
poor, while those who stayed
have prospered.
Mr Stephen Clark, director

of Anglo Chinese, a local cor-

porate finance house, says
there will be no external flood

of capital. “If there was going
to be a move for the door, it

would have already hap-
pened.” he says.

One of the only Chinese con-
glomerates to make a signifi-

cant push outside Asia is Mr
Li Ka-shing’s Hutchison
Whampoa. In 1987 it pur-
chased a 43 per cent stake in

Canadian oil and gas producer
Husky Oil - the investment
was split between Hutchison
and its associate Hongkong
Electric. It followed this with
the expansion of its telecom-
munications business into the

UK in the early 1990s.

Husky contributed write-offs

of SHK2.2bn for Hutchison in
its 1991 and 1992 accounts.
And if its UK telecommunica-

CORPORATE FINANCE 6

Anthony Robinson assesses the capitalist revolution in eastern Europe

Structural reform gathers pace

Volkswagen have committed DM7bn to Skoda In the Czech republic Rat's $2»i commitment In Poland is attracting collateral Investment

The foundations of a domes-
tically-generated investment
capability are thus being laid.

But increasingly, economic pol-

icy-makers and advisers are
emphasising the crucial impor-
tance of transforming primi-
tive Soviet-style banking
systems Into effective conduits
for the finance of industry and
commerce. The central Euro-
pean states in particular are
also forging ahead with the
development of pensions funds,

insurance companies and other
institutional investors, hith-

erto totally lacking.

Much still has to be done on
the banking front But heavy
investment in personnel train-

ing and on new equipment and

premises, coupled with much
foreign advice and extensive
remodelling of banking laws
on European Community lines,

is changing the face of what is

becoming an increasingly pri-

vatised and modernised sector.

Most hanking’ business is

still transacted by the big
state-owned banks. But many
are earmarked for privatisation

and dozens of smaller private
banks, unburdened by the bad
debts of the past, have sprung
up, although most remain
small and nnriar-capilaHsPtj

The World Bank and the
European Bank for Reconstruc-
tion and Development (EBRD)
have singled out the banking
system as a priority for reform

throughout the region, with
both helping various schemes
to re-finance balance sheets
stripped of inherited bad debts.

The EBRD, for example,
recently took a 28 per cent
stake in Poland's Wielkopolski

Bank Kreditowy. the first of

nine hitherto state-owned com-
mercial banks hived off from
the central bank three years
ago to form the basis of a new,
private, commercial banking
system.

The much-criticised EBRD
has been most active in Poland
where more than 100 invest-

ment projects are in the pipe-

line. Most are for fledgling Pol-

ish private companies unable
to obtain finance for expansion

from the banks, although the

bank’s earliest operations

throughout the region concen-

trated on co-financing deals

Involving foreign investors

with track-records and wide
experience in funding matters.

After a slow start the pace of

foreign investment in the
region is climbing steadily,

although this complicated
area, artificially cut off from
the real world of financial and
capital markets for decades, is

having to compete against fast
growing Trafl" America and
southeast Asia where market
mechanisms already exist and
where returns are usually

quicker.
Foreign investment commit-

Hong Kong businesses are expanding their investments in the colony

Patriotism seems to pay
dons operations are for sale,

as is believed, enormous losses

would result.

Warburg Securities esti-

mates that these two invest-

ments will reduce earnings
between 1988 and 1995 by
$HK4.5bn, even assuming
there are no provisions
against the telecommunica-
tions business.

There was little surprise,

therefore, when Mr Li
announced last year that
Hutchison would refocus its

attention on Hong Kong and
China.
Hong Kong Chinese compa-

nies have long understood that
those who cash in Hong Kong
businesses to pay for overseas

investments will be deemed
unpatriotic and unsuitable for

favourable treatment by a
post-1997 regime.

Expectations of asset dispos-

als have therefore focused on
the four main expatriate-man-
aged companies, Jardine
Matheson, HSBC, Swire Pacific

and Hongkong Telecom (HKT).
Hr Stephen Brown, research

UK, through Trafalgar House,

and Singapore, through Cycle

& Carriage.

Jardine Matheson has been
publicly condemned for what
is perceived as its lack of con-

‘If there was going to be a move for the door, it would
have already happened’

director of Asia Equity, says:
“Only two of the British-styie

Hong Kong companies have
decided not to play the deco-

lonisation game, and have
instead diversified overseas
through acquisitions.”

HSBC has finalised its long-

awaited takeover of Midland
and its move into the interna-

tional banking arena. Jardine,

meanwhile, has completed its

restructuring as a primarily a
London listed company: recent
expansion has focused on the

fidence in the future of the
Hong Kong special administra-
tive region. By contrast, its

competitors have made every
effort to build up their Chinese
guanxi or connections.

Swire Pacific and HKT have
recognised the changing envi-

ronment by offering shares to

China International Trust and
Investment Corporation
(Citic), the local ofTshoot of the
Beijiug investment corpora-
tion. Citic Pacific, the largest

China-controlled listing in

Hong Kong, now holds 12.5

per cent of Swire’s airline

Cathay Pacific and 12 per cent
of HKT.
At the same time, Swire and

HKT have expanded their

operations across the border
into China. Swire Properties
has cemented the relationship

by launching a HKS2.85bn
property development with
Citic.

Hong Kong offers investors

a high growth economy and a
cosy, tight-knit business com-
munity. Inriders start with a
significant advantage, but this

is not transferable.

Most overseas investments
have been mere extensions of
a domestic strategy. In 1988
and 1989, for example. Regal
Hotels, New World Hotels and
Wharf Holdings each pur-
chased US groups - Aircoa,

Ramada and Omni respec-

ments totalling S2Sbn were

chalked up last year,

that figure,

Europe Investment

is somewhat artificially

boosted by forge,

energy projects ^
and Kazakhstan and a few

mega-investments such a

VoSUgen’s DMJbn '

ment to Skoda in the Czech

Republic and Fiat’S $2bn proj-

ect in Poland. Strip out the

energy deals, where spending

will be over decades, ^dtte

actual equity eaidt^ inflow to

the region since the fall or

communism is S10-$12bn.

Investors have learned to dis-

tinguish between the former

Soviet states, with the partial

exception of the Baltic states

and Kazakhstan, and former

communist central Europe.

Russia and most of the former

Soviet states are for patient,

long-term investors willing to

ride with the punches and re-

invest rouble profits for

long-term growth and market

penetration. Central Europe on

the other band is already well

oxi the way to developing fully-

fledged market economies with

relatively, stable political struc-

tures and western-style, legal

systems.
Hungary, which began mar-

ket reforms 20 years ago and

punctiliously services its large

foreign debt, remains the

favourite target for foreign

investment, attracting more

lively. The total cost of these

hotel investments was
US$535m, and while all were

expected to benefit from exist-

ing operations, they have
proved to be ill-timed pur-

chases.

Dickson Poon’s more recent

HK$750m' purchase of Harvey

Nichols was also a strategic

decision to acquire another
brand name for Dickson Con-

cepts’ luxury goods distribu-

tion business, rather than just

a real estate gamble.
These investments pale by

comparison with the level of

capital flows between Hong
Kong and neighbouring
Guangdong province. Main-
land Chinese investors have
made substantial inroads into

the Hong Kong property and
stock markets. Gver the next
year, nine mainland registered

state enterprises will be
floated on the Hong Kong
stock market, further empha-
sising the link.

In the other direction. Credit

Lyonnais Securities estimates
that the average Hong Kong
listed company has made two
investments in China, and the

than $5bn since. 1989. Earlier

this vear it pulled Off a signifi-

cant' coup when Audi-Vw-

decided to locate its new

engine plant in Hungaiy rather

than former east Germany. But

Poland, with its large internal

market growth potential and
entrepreneurial ways, is r^p-

idly emerging as a potential

“Italy on the Baltic”,- wife.

a

fast-growing private sector-

shrugging off occasional politi-

cal turbulence like post-war

Italy. .

Big German investmentjm

the Czech Republic, spear,

headed by Volkswagen, has

brought a wide spread of cot.

lateral investments by comp*

nent companies and similar

developments are taking place

in Hungary, where Suzuki h a

rare Japanese investor, and

Poland where Fiat's commit-

ment is also drawing in sub-

stantial collateral investment

Heavy investment by the

multinational car companies

seeking low cost production

facilities and potential market

growth is mirrored by a wide

spread of multinational con-

sumer goods corporations.

They are bringing the joys of

western-style detergents,

tobacco, processed food and

drink to the whole of central

and south-east Europe, with

the exception of war-tom for-

mer Yugoslavia which faces

economic meltdown if the eth-

nic conflicts are not resolved.

aggregate value of these pro-,

jects (including the investment -

by the joint venture partner)

amounts to HK$521bn.

All the leading corporate

finance houses now have

China teams, pointing up the

irony of Jardine's lone push

towards internationalisation,

given its historical back-

ground as the Princely Hoijg

and pillar of the colony’s busi-

ness community.
Jardine has had some over-,

seas successes, notably

through its supermarkets sub-

sidiary Dairy' Farm - .which

has significant holdings in

Kwik Save in the UK and

Franklins in Australia. Its

stake in Trafalgar House is

viewed by many as another

astute move.
But as the group’s percent-

age of earnings from Hong
Kong declines, so will the level-

of its influence. China has

already indicated the potential

problems this could cause, by

setting obstacles to its pro-

posed investment in Container

Terminal 9.

Simon Davies
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Who gets what in BT3:
provisional allocations
Themaximurrmumber of shares an individual is
lifraty to receive in the BT3 sale is 30,000 Only
qualifying BT shareholders who applied through
shareshops can get the maximum, although they
woukJ have to have applied for at least 100,000-
Applicants for the minimum 120. whatever the ave-
nue, are set to be satisfied in full, as are qualifying
OT sharehoidere who put in for up to 600 shares
Full details, Page 16

Rare defeat for Mr Li

.

MrUKa-shingand Mr Larry Yung have suffered a
rare defeat In the HK$9.65bn bid for Miramar Hotel
and Investment, which has property assets on the
Kowloon peninsula. The joint offer made by their
companies received acceptances equal to less
than 14 per cent of the company. Page 17

Designer doldrums
USfashiondeslgner and manufacturer Uz Claiborne
has warned of a 30 per cent define in annual
earnings only a day after the unexpected resigna-
tion of vice chairman Mr Jay Margolis. The shares
have tumbled to their lowest level rn several years
Page 17

French bond wobbles
Attacksonthefranc have cast a shadow over the
French bond market, raising the question of
whether the French government wHI raise interest
rates. Such considerations were evident in last
Thursday’s FFr18bn issue of two-year and five-year
bonds. The average yield of 5.95 per cent on the
shorter-term issue was higher than expected. Page
18

Prospective p/e ratio
Thelatestprospective p/e ratio for the “500" index
for calendar 1993 is 14.4, according to IBES, the
consensus estimates service (last week: 14.5). This
compares with an IBES estimated p/e for the “500"

of 19.0 (19J2) for calendar 1992. The official FT cal-
culation of the historic p/e, based on the latest

reported earnings, is 18.91 (19.10).

Whatever happened to Sid?
HardtyaUKprivatisation goes by without a minister

citing the virtues of Britain's share owning democ-
racy. Yet with most of the big privatisations com-
pleted. the evidence suggests that the government
has failed in Its wider share ownership objectives.

Page 16
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Microsoft may face court order

lllllii III Mill IHD III HUM
Secure Business Records

Management & Storage

RocLallDu Services luS

Marketing Department

Tel: +44 (0)71 4995237

Fix: +44 (0) 71 499 7240

by Louise Kehoe fn Swi
Francisco

THE US Federal Trade
Commission is scheduled to con-
vene on Wednesday to consider
the results of a near three-year
anti-trust investigation of Micro-
soft, the world’s largest computer
software company.
Investigators from the FTC's

bureau of competition are
believed to have recommended
that the commission seek a fed-
eral court Injunction against
Microsoft They allege that the

company has improperly used its

monopoly position in the market
for PC operating system software
to disadvantage competitors.
Throughout the investigation,

Microsoft has denied any wrong-
doing. insisting that it Is “coop-
erating fully with the FTC inves-
tigation".

In February, the commission’s
attempts to make a recommenda-
tion reached deadlock, with two
commissioners voting in favour
of taking action against Micro-
soft, and two voting against A
fifth commissioner, claiming a

conflict of interest, excused him-
self from the case.

At this week’s meeting, the
commission will be presented
with a much simplified nar-
rowed case against Microsoft,
according to Ms Wendy Goldman
Rohm, author of a soon-to-be pub-
lished book called The FTC ver-

sus Microsoft The inside story.
The revised case focuses on

allegations of "technological
tying" of Microsoft’s widely used
Windows program to its MS-DOS
PC operating system, according
to Ms Goldman Rohm.

Microsoft has been accused by-

competitors of attempting to

raise false concerns among cus-

tomers that its Windows program
does not work properly with
operating system programs sold
by competitors. There are also
complaints that it has linked
product warranties to the use of

its MS-DOS operating system.
If the commission reaches

deadlock again on the Microsoft
case, the US Justice Department,
which also has jurisdiction over
anti-trust enforcement, may take
up the matter, Ms Goldman

Rohm says. “There is consider-

able political pressure being
brought on the commissioners
not to just drop the case."

Yet even if the revised case
against Microsoft is pursued by
the FTC, the outcome could be
“commercially insignificant". Ms
Goldman Rohm predicts.

She says the FTC is unlikely to
seek “structural remedies", such
as breaking up Microsoft into two
separate companies. Instead, the
Commission may simply issue a
“cease and desist" order against
the company.

Market Statistics

Base tending rates 23 London Stan sondes 24-25

FT-AVforid rates 20 Managed ftmd sente 21-23

FT/tSMA bit bond sve 1ft Honey raartats - 23
Foreign exchanges 23 New bit bond Issues 1ft

London recent bans 19 World stock mkt bKfices 26

Companies in this Issue

Arien 16 Ind Metal Products 16
BISS 16 KOP 17
BSN 17 Lb Claiborne 17
BT 16 Lucas Industries 15
Brent Walker 16 MacMIBan Btoodel 17
British Telecom 7 Microsoft 16

Business Technology 16 Miramar 17
COE 17 Paramount 17
CPFP 17 Portman Ent 17
Cariton Comm. 17 Proctor i Gamble 13
Cheung Kong 17 Shanghai Petrochem IS
CitJc Pacific 17 T&N 15
EMC 17 UK Land 17
Evans & Price 16 William Hlff 10

Zenith 17

David Lascelles

T wo and a half years after
they were privatised,
Britain’s electricity com-

panies are developing ambitions
to break out of their home
market
Both the large generation com-

panies, National Power and
PowerGen, have announced pro-
jects in places as far apart as
India, eastern Germany and the
US. Some of the regional electric-

ity distribution companies are
also looking overseas.

These wider aspirations are
understandable given the
crowded nature of the UK power
market with its large surplus of
generating capacity. But the
news has been received with cau-
tion on the stock exchange.
Investors are not sure whether
utilities should he chasing busi-

ness abroad, and they are watch-
ing developments carefully.

Mr John Baker, chief executive

of National Power, puts his com-
pany's international case bluntly.

NP*s share of the UK generation
market is being whittled away by
new competitors, such as Nuclear
Electric and the independent
power producers, and will proba-
bly fall below 40 per cent quite

soon. To achieve growth, NP
must either diversify out of elec-

tricity, which it is unwilling to

do, or try to sell its electricity

expertise in new markets.
What particularly attracts NP

overseas is an estimate by the
World Bank that 800.000MW of
new electricity capacity - more
than 10 times the capacity of the
UK electricity industry - costing

£500bn will have to be built glob-

ally over the next 10 years, much
of it in tiie Third World. NP is

prepared to commit £lbn ($1.5bn)

to this market, a sum which,
geared up as power projects usu-

ally are. could involve it in £15hn
of power stations.

PowerGen, NFs smaller com-
petitor, is also worried about
pressures on the home front, so it

commissioned McKinsey. the
management consultants, to

assess its chances overseas.
McKinsey identified 350 compa-
nies with the strength to compete
in the international power mar-

explains why UK electricity companies are venturing abroad

Power lines unleashed
from home base

ket.and placed PowerGen among
the top 10. This, Mr Ed Wallis,

PowerGen’s chief executive says,

helped persuade him to pursue
opportunities abroad.

Both NP and PowerGen are
keen to play down the risks in
their strategies.

Mr (fraham Begley, NP's man-
aging director for international
business development, says the
company intends to build a
mixed portfolio of overseas
investments in which those with

high risks and high rewards are
balanced by others which are less

exposed financially, but produce
lower returns.

NP's recent |160m acquisition

of TEVCO, the owner of seven

power plants in the south eastern

US - its largest so far - falls into

the second category, and pro-
vides “ballast” for higher risk

ventures in areas such as the
Indian subcontinent and the Far
East
One of these involves NP team-

ing up with Ashok Leyland of
Madras to build a 1.000MW coal-

fired station in Andhra Pradesh
at a cost of £l-3bu. “Our concept
is to hold a significant stake and
have long-term operating respon-

sibility,” says Mr Hagley. NP
could contribute expertise both
in the construction and manage-
ment of the project
PowerGen is sticking closer to

home. Its major projects so far

have been in Portugal, where it is

participating in a gas-fired power
station, and in eastern Gennany
where it is negotiating with other

partners to buy a power station
and the nearby coal mint* which
supplies it

“We’re not running a race.”

says Mr Wallis. “We’re being a
hit sniffy, looking for quality
investments. We’re telling our
shareholders that we’re limiting

ourselves to activities for which
we have the management skills.”

PowerGen is unlikely to go into

either the US, which is too com-
petitive, or India because of the
risks, but it is looking at the

Asean states and China.

In particular he hopes that

cementing PowerGen’s links with
German partners will give it a
base for expansion into the east

European market
But competition in the interna-

tional power market has intensi-

fied In recent years. The main
players include large US utilities,

and manufacturers of power gen-
erating equipment in North
America and Europe. Among the

UK electricity distributors, Mid-
lands Electricity has teamed up
with Enron, the Houston-based
gas company, and several US
utilities in a joint venture called

Wing Merrill International,
which is looking at projects in

Kuwait. Turkey and China
The risks are high. Mr Wallis

estimates that 50 per cent of
international power projects fail

to get off the ground. People are
bamboozled by over-optimistic
profit forecasts, or fail to do their

homework properly. “There are

often skeletons in the cupboard,"

he says.

Analysts have said that Power-
Gen's project in Portugal could
run into trouble because the
power station was started before

the government reached agree-

ment on how to ship in the gas.

But Mr Walks said the delay on
gas was foreseen and his com-
pany is not exposed financially.

O ne of the precautions that
National Power took
before embarking on its

Indian project was to secure a
guarantee from the Indian gov-
ernment that it would receive all

the payments and dividends due
to it.

All of which explains why
investors are cautious. Mr Alex
Milne, electricity analyst at Bar-

clays de Zoete Wedd, says that
foreign markets are a “reason-

able area” for UK generators to

look at, given their technical

expertise and financial strength.

He applauds their measured
approach, but in such a new mar-
ket there is little way of judging
how successful their investments
will be. “You have to take it on
trust that they are not going to

shovel a lot of money down a big

black hole”.

Investors

cool on
‘China
stock’
By Simon Holberton In Hong
Kong

THE HONG KONG portion of a
HK$2.9bn ($37Om) capital raising

for Shanghai Petrochemical, the

largest of nine state-owned Chi-

nese companies to be listed in

the colony, was only 1.77 times

subscribed.

In Hong Kong, where new
issues are usually many times
subscribed, local investor
response was seen as disappoint-

ing. However, the issue would
have fared worse had not the
two issuing houses subscribed
for half the shares.

Mr Wang Jiming, chairman of

Shanghai Petrochemical, said:

“Hie Hong Kong offering would
have been subscribed 1.24 times
without the applications from
Merrill Lynch and Peregrine
Capital."

Shanghai Petrochemical is

offering 1.68bn H shares - 30 per
cent of the company - split

equally between Hong Kong and
the rest of the world. The sub-

scription price will be estab-
lished by a tender in New York.
The company’s advisers have set

a guide price of between HKS1.55
and HKSl.74 a share.

Since the company came to the
market on Jnly 6 concerns about
the Chinese economy have less-

ened the appeal of “China
stocks”. Equally important,
investors found the pricing of
Shanghai Petrochemical too
aggressive.

Most new issues in Hong Kong
are floated at six to eight times

prospective earnings - leaving
plenty in it for "stags". Judging
by the guide range, Shanghai
Petrochemical is priced on a pro-

spective p/e of UL3 to 13.8.

Standard Chartered and Ward-
ley backed oat from underwrit-
ing the Hong Kong portion of the

issue.

The “failure" of the Hong
Kong float drew sharp criticism

Of the colony's financial commu-
nity by Mr Philip Tose. chairman
of Peregrine.

He accused his fellow mer-
chant bankers of not understand-
ing that underwriting was about
accepting risk. He also called for

Hong Kong's system of pricing

new issues to follow US practice

where tenders are used.

He said the issue was seeing
heavy demand internationally,

but “because of the way it has to

be offered in Hong Kong we got
the tail wagging the dog.”

• Guangzhou Shipyard Interna-

tional, owned by the People’s
Liberation Army, plans to list in

Hong Kong early next month.

T he European Commu-
nity has just woken up
to a crisis in its public

finances.

EC economics and finance

ministers agreed a week ago,

that they would have to take

tough action to cut national

budget deficits, including pos-

sible tax increases,

ji The problem is daunting.
F According to the EC’s eco-

nomic policy committee, net

general borrowing by EC gov-

ernments has risen steadily to

more than 6 per cent of

national income this year, com-
pared with 2.7 per cent in 1989.

During the same period,

state spending has jumped
more than 5 percentage points

to a record 52 per cent of gross

domestic product, and the
share of tax and social security

contributions has risen by 1.5

points to almost 46 per cent -

also a record.

But increasing taxation is no
easy matter. No-one likes pay-

ing taxes at the best of times.
Moreover, the EC’s political

leaders are nearly all unpopu-
lar. Higher taxes can easily

. ... translate into defeat at the

% polls.

In this uncertain world, Mr
Ken Messere, until 1991 the

head of the fiscal affairs divi-

sion of the Organisation for

Economic Cooperation and
Development, has produced a
valuable guide on tax policies

in the main western industrial

countries.

His Tax Policy in OECD
Countries: Choices and Con-
flict* offers no magic cure. But

drawing on 80 years’ experi-

ence with tax policy matters

and 20 years as the OECD's top

tax expert, he provides a mine
of information about where
governments have gone wrong
and gives valuable clues as to

what they should and should

£ not do.

: Mr Messere is no instinctive

tax cutter. He can barely con-

ceal his distaste for the antics

of politicians in the 1980s, who
(especially in Britain) cut taxes

for ideological reasons and
argued that the changes would

History lesson

on how to

raise taxes
enhance economic per-
formance.
With the advantage of a long

perspective and an erudite

approach to taxation that takes

in the observations of Pliny the

Younger, St Thomas Aquinas

and the November 1992 Catho-

lic Church Catechism, he takes

a dim view of the happenings

of the past 30 years. “Any
watcher of revenue develop-

ments can hardly fail to be
struck by the irrationality of

countries' tax policies over

most of the period.”

One irrationality, in a sup-

industrial country on revenues
from personal income tax -

only 7.5 per cent of GDP in

1990. The reasons include anti-

quated collection methods and
high thresholds that exempt
nearly half the population from
pasting tax. Against this, it

relies a great deal on social

security contributions.

• Gennany, which is strug-

gling with huge deficits caused

by unification, has the lowest

standard value added tax rate

in industrialised Europe at 15

per cent, and VAT and income
tax ratios that are below the

Economics Notebook
By Peter Norman

posedly interdependent age,

fins been the failure of most

OECD governments to pay
attention to tax policy changes

made by other governments to

solve similar problems.

Another is the way that the

total tax ratio, that is the ratio

of total tax revenues to GDP,

has fallen in many countries

since the mid 1980s without a

corresponding fall in govern-

ment outlays.

This trend has been accom-

panied by a generally welcome

convergence of industrial coun-

try tax ratios. But great differ-

ences remain in the way gov-

ernments raise tax revenues.

This is especially true of the

four biggest EC member states

Germany, France, Italy and

Britain.

m France has the lowest

dependency of any major

European average.

• Italy, on Mr Messere’s reck-

oning, has no pronounced tax

eccentricity. But its tax admin-

istration is notoriously defi-

cient

• Britain, whose government

so prided itself on tax reform

in the 1980s, has a poor tax

policy record in Mr Messere’s

view. It has the narrowest VAT
base in Europe, zero-rating

such items as foods, new dwell-

ings, books, children’s clothes

and sewerage services.

UK tax policy has been influ-

enced for more than in other

states by party political prefer-

ences, because Britain’s “first

past the post” electoral system

has given the executive arm of

the UK government more

power to change taxes than

governments on the continent.

Some consequences for tax-

ation have been bold, innova-

tive and rational: Lord Law-
son’s 1984 reform erf corpora-

tion tax falls in this category.

Others such as the poll tax

or the selective employment
tax introduced by Labour in

1966 were simply "crazy",
according to Mr Messere. Nor
is he very enthusiastic about
the council tax. He notes that

it combines various features of

a property tax, a household
tax, a poll tax and an income
tax. “which has never been
contemplated by any other
OECD country”.

Differing tax structures
among EC member states may
help explain their varying eco-

nomic performance. For exam-
ple, France’s greater depen-
dence on employers’ social

security contributions to pro-

vide state revenues may be one
reason why French unemploy-
ment stayed so high in the

1980s and is now rising very
sharply in recession.

But the differing structures

could also present an opportu-

nity to governments that now
must think about raising tax to

eliminate deficits. Peer group
example and pressure are

already being used to soften up
electorates for potentially pain-

ful cuts in welfare spending.

Ironing out differences in tax

structures among EC states

could provide a suitable cloak

for European governments
wishing to boost revenues in

the 1990s. Handled carefully,

the process could even smooth
the competitive playing field

for businesses and individuals,

promoting the single market
Clearly, much would depend

on how the additional tax reve-

nues were raised. Mr Messere

points out that it is sensible to

diversify sources of increased

tax revenue to reduce taxpayer

discontent. This may seem
obvious, but it has been
ignored by many governments.

*Fl 195from IBFD Publications.

PO Bar 20237. 1000 Amsterdam.

Tel +31 (0) 20 626 77 26. Fax +31

(01206228658.

•T&N cited

as latest

suitor for

Lucas
By Steve Thompson

T&N, the British motor
components and engineering
group, is understood to have
approached Lucas Industries

to discuss a possible friendly

link-up, but it has been
rebuffed by the aerospace and
motor components manufac-
turer.

T&N declined to comment
yesterday on suggestions that
it was seeking an agreed
merger with Lucas. Mr Mark
Herbert, corporate communi-
cations manager at Lucas,
described the reports as
“Tumour and speculation”.

Takeover speculation con-
cerning Lucas has been rife for

some tune. Earlier this year
BTR, the industrial group, was
strongly rumoured to be inter-

ested in acquiring the com-
pany. More recently Siemens,
the German engineering and
electronics company, has been
cited as the most likely bidder.

A merger of T&N and Lucas
would create a group with
sales in excess of £4bo. T&N Is

thought to have expanded an
original plan which intended a
merger of its brake-linings
business with that of Lucas.

Lucas is seen by many in the

City as lacking strong manage-
ment It has failed to appoint a
new chief executive, despite a
lengthy search, and a new
non-executive chairman to

succeed Sir Anthony Gill, who
is scheduled to step down in

October.

Another demoralising factor

has been its poor profits per-

formance. In March it

announced pre-tax profits of

£5.2m on turnover of £L29bn
for the six months to the mid
of January.

SOVAC
(SOVAC is a “soci&te anonyme a Directoire et Conseil de Surveillance"

organised and existing with limited liability under the laws of the

Republic of France with the registered number B734393340 and has the

status ofa bank, and is therefore considered os an “itablissementde credit”.)

U.S. $750,000,000
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Bid for William

Hill still under

consideration

Enlarged net fails to make a big catch
Roland Rndd on the apathy of small investors to the government’s plan for wider share own^*^P

By Maggie Uny

BANES OWED £350m by the

William Hill betting shop
chain

,
owned by Brent Walker,

are still considering a possible

£380m bid from a consortium

of institutional investors put

together by SG Warburg.

Sir Keith Bright, chairman of

the troubled property and lei-

sure group since January, is

understood to believe William
Hill is worth significantly more
than £360m, and that the bid is

not in the interests of all credi-

tor banks, owed over £l.3bn.

A sale at that price would
require another balance sheet

write off for Brent Walker, and
further reduce its chances of

servicing other debt.

However, the William Hill

banks have a right to pursue
the bid and could see loans

repaid in full if it was accepted.

The banks looked at an out-

line bid at an otherwise rou-

tine meeting last Friday called

to discuss options for the refi-

nancing of William Hill, which
must go through by March 1

William Hill's loans are “ring-

fenced’' from Brent Walker.
The Warburg bid. on behalf

of investors Mercury Asset
Management, Electra, Morgan
Grenfell and Midland Montagu.
is far from being finalised.

Arlen to

seek £7m
via rights
ARLEN, maker of fluorescent

control gear and accessories, is

raising substantial funds for

development and reduction of

indebtedness with the backing
of Fortress Trust
Fortress will underwrite a

significant part of 1-for-l rights

issue by Alien at 2lp per share
to raise some £7m grass. If For-

tress does not acquire 29.9 per
cent of the capital through
rights renounced or underwrit-

ing of shares not taken up,
then it will subscribe directly

for shares at 23.5p as will

equate to a 29.9 per cent share

Under the William Hill loan

agreement the company is

bound to pursue any serious

offer made. 'Hie banks have the

right to vote on such an offer.

If a vote goes against a bid,

any banks which were in
favour of accepting gain a

higher security ranking for

their loans than those voting

against This would effectively

make their loans safe.

But a higher sale price - per-

haps through a flotation -

would generate surplus cash
for Brent Walker. There is a
conflict since banks which
have lent to Brent Walker rep-

resent 57 per cent of the loans

to William Hill. Therefore,
those banks which are in both

syndicates could block the bid,

but if they did the other Wil-

liam Hill banks' debt would
gain security over theirs.

Brent Walker's advisers
believe a flotation, taking
advantage of the current
strength of the new issue mar-
ket, could raise more for Wil-

liam Hill, although suggestions

of a £500m value are regarded
as “optimistic" by some.
Another attraction of a flota-

tion would be that Brent
Walker could retain a stake in
William Hill which would be
worth more in future years if

its profits recover as expected.

H ARDLY a privatisation

goes by without a min-

ister talking about

Britain's share owning democ-

racy. The government's third

and last sale of BT shares is ho

exception.

In the run-up to the trading

of the partly paid shares,

which starts today, Mr Stephen

Dorrell, financial secretary to

the Treasury, frequently cited

the flotation as evidence of the

government's commitment to

“widening and deepening share
ownership".

The government justifies

wider share ownership on the

basis that it involves individu-

als directly in the economtc
success of UK companies as
well as allowing them to build

up security for the future. On
that basis, say government
advisers, the retail Investors

will today be pleased to have
bought their shares and should
have the added satisfaction of
TnaVrng a Mnull profit.

Yet with most of the big pri-

vatisations completed the evi-

dence suggests that the gov-

ernment has failed in its

objective.

The government points out
that the number of small
shareholders has increased
from around 3m in 1979 to peak
at 11m in 1991, although it has
recently fallen back to 9.26m.

which government advisers
blame on the recession. In per-

centage teams the proportion
of the adult population owning

NEWS DIGEST

holding. That could raise up to

a further £2.4m.

The directors of Arlen have
noted the recent movement in

the share price - on Friday it

rose 7p to 35p. They say the
rights at 2lp was agreed
against the background of the

quote of 14p when discussions
commenced in March until

early May, when the share
price began to increase.

Mr Greville Howard, chair-

man of Fortress, and three of
his non-executive colleagues,

will become directors of Arlen.

Evans & Price
Industrial Metal Products Cor-

poration, a Michigan-based
machinery group, has taken an
80 per cent stake in Evans &
Price, the Tamworth-based spe-

cialist machine tool builder, for

an undisclosed amount.
Evans & Price has marketed

micro-finishing machinery
built under license from Jmpco
for the past 10 years, and sees

the new relationship as a way
to accelerate penetration of the

European market.

BISS
BISS, a supplier of computer
networking systems to blue
cbip companies, has been
bought out by its management
from the parent BICC, the

cable and construction group.

The deal was worth £7.6m.
31 led and arranged the

finance for the MBO and
invested nearly £2m for a stake

in the business. Other inves-

tors include Lloyds Develop-

NOTICE OF REDEMPTION ^
MORTGAGE INTERMEDIARY NOTE ISSUER (No. 1)

AMSTERDAM B.V.

£50,000,000 Mortgage Backed Floating Rate Notes 2010

NOTICE IS HEREBY GIVEN by Bank of America National Trust and Savings Association
as Principal Paying Agent to the holders of the above Notes that, pursuant to the Trust

Deed dated 5th February, 1985 under which the said Notes were constituted, outstanding
Notes in aggregate principal amount of £500,000 have been selected for redemption on

numbers:

173 935 1121
194 1020 1148
393 1035 1177
907 1050 1225

Notes bearing these serial numbers should be surrendered to (i) Bank of America National

Trust and Savings Association, 1 Alie Street, London El 8DE or at the option of the holder
(ii) to the offices of Bank of America National Trust and Savings Association in Antwerp,
Zurich or Banque International A Luxembourg as specified thereon.

After 18th August, 1993 any unmatured Coupons relating to such Notes (whether or not
attached thereto) shall become void and no payment shall be made in respect of and no
talon shall be exchanged for such Coupons. Notes outstanding after 1 8th August, 1993 will

aggregate to £5,475,000.

Dated: 1 9th July, 1 993.

Bank of America
Banket America NTOSA

shares Is around 21 per cent

compared with just 9 per cent

in 1979.

Institutions, however,
account for a bigger percent-

age of shares In privatised

companies than ever before.

According to the partly-govem-

ment funded ProShare. which
tracks share ownership, pen-

sion fUnds and insurance com-
panies hold more than half of

all shares in privatised

companies compared with 20
per cent held by small share-

holders.

Mr David Jones, chief execu-

tive of ShareLink. the tele-

phone-based stockbroker
which is about to float on the

Stock Exchange, says the prob-

lem is of the government's own
making. He believes concepts
such as “share owning democ-
racy” and “widening and deep-

ening share ownership" are
not sufficiently defined by min-
isters for the public to know
whether they have succeeded
or failed.

H is- own evidence sug-

gests that retail inves-

tors currently have a

greater appetite than ever to

buy and sell shares. This is

borne out in ShareLink’s pre-

tax profits, which rose from
Elm to £3.1m in the year to

March 31 without any
privatisations or big share
issues.

It was the privatisations that

the government hoped would

meat Capital, and bank facili-

ties of £2.75m were arranged by
NatWest Acquisition Finance.

BICC has also retained a
financial interest in the com-
pany.

BISS was formed in 1989 and
is based in Hertfordshire. As
well as being involved in
designing and installing net-

working systems, it is active in

systems integration, communi-
cations software and IT consul-

tancy services.

Business Technology
Business Technology Group,
which sells and services photo-

copier and facsimile machines,
vending and communication
equipment, is raising £2.2m net
through a 5-for-4 rights issue at

lOp per share. On Friday the
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Daehan Asia Trust

International Depositary Receipts
NOTICE IS HEREBY GIVEN to Unitholders that The Daehan Asia Trust,

has declared a dividend In The Republic ot Korea amounting to Won 257
per unit, payable on or alter July 26. 1993.
Payments will be made on or Biter July 26, 1993 to an Holders ol registered

IDRs that the Depositary is satisfied were on the Register on the Record
Date -June 30, 1993:

DEPOSITARY
Chase Manhattan Bank Luxembourg SJL

S Rue Pfaetfs, LZ333 Luxembourg

DEPOSITARY AGENTS
The Chase Manhattan Bank, tLA.

Wboigale House. Coleman Street Chase Plaza, 34-35 Chung-dong
London EC2P2HD Choong-Ku, Seoul. Republic ol Korea

Corporate Trust Administration, 4 Chase Meboteeh Center,

3rd Floor, Brooklyn, New York 11245, U.SA
Chase Manhattan Bank (Switzerland)

63 Rue du RhOne, GH-I2Q4 Geneva. Switzerland

The amount of dollars payable to the Holders on the Registeron the Record
Date shall be tho net pioceeds of the sale of the amount of Won tar US
dollars at the prevailing telegraphic transfer selling rate of US dollars tor

Won as quoted by a foreign exchange bank In Korea on the day on which
the relevant transfer is made.
The dividend proceeds will be distributed to IDR holders holding accounts
In Eirrodear and Cedel in proportion to their respective entitlement and
after the deduction of ail tarn and fees, charges, duties and expenses of
tho Depositary
All holders residing in a country having a double taxation treaty with the
Republic ol Korea may (Attain payment at a lower rale of the Korean
non-resident withholding tax, on condition they furnish to Eurodear or

Cedel. a certificate showing their residence, together with a copy of the
Certificate ol Incorporation, or, tar Individuate, a copy of their passport.
These documents are requestedbythe Korean National Ifex Administration
Office as evidence of residence.
without such proof of residence, the full tax rata of26.875 per cant Korean
non-resident withholding tax win be retained.
Ifany holder fails torequest the distrfcutlon by tha end of five years from the
date on which this distribution first became payable, the unclaimed amount
shaH be relumed to tho Trust at the expiration of Uiafive years.

CHwe Manhattan BenkLuxembourgSJL
as Depositary

A$92,000,000

State Bank of New South Wales Limited

Medium Term Notes due July 17, 1997
Series No: 2
Guaranteed by

The Government of the State of New South Wales
Notice is hereby given that for the I merest Period from July 19, 1993
to January 19, 1994 (184 days) the Notes wfll carry an Interest Rate
oT 4.89058% per annum. The interest payable on the relevant

interest payment date, January 19, 1994 wll be AS249.96 per
AS10.000 Note. AS1 .240.81 per AS50.000 Note and AS1 a.498.1

5

per AS500.000 Note.

By: The Chase Manhattan Bank, NLA.

London, Agent Bank
July19,1993

CHASE

BT3 - Provisional allocations to non-employees

Ouatfyfrtfl BT
alm vLuktara

applying through

Not-sharatektera
applying through

Public

uppScxtion
fonna

Share shops Share into Share shop Share Wo

120 120 120 120

200 200 200 200

300 300 300 270

400 400 400 300

500 500 450 330

600 600 480 360

700 630 510 375

800 660 540 nil

825 690 570 nU.

840 720 585 nil

1,020 640 600 nB

1,110 900 nB nil

1,200 960 nil nB

1,350 1,020 nil nB

1,650 1.200 nil nU

1.800 1,350 nil nil

30% t 20% $ nil nil

5,000

1(^000 &
above

TMax 30,000 t Max 20,000

bring about a cultural change
in share ownership. But
there seems to be a reluctance

by investors to go on and buy
shares in other companies
after taking part in a privatisa-

tion issue. ProShare's figures

show that 72 per cent of

all retail investors hold
shares in only one or two com-

panies.

The government has sought

to rectify this by extending the

shares gained lp to I6p.

The proceeds will signifi-

cantly strengthen the financial

position, reduce further the
indebtedness, and help the
group make acquisitions to

expand the machine base and
geographical coverage.

The capital will be reorgan-

ised into 5p shares, and up to

26.2m will be on offer. Apart-

global and Mr Stephen Evans
have agreed to underwrite 11m
and 15.17m shares respectively.

The underwriting arrange-

ments provide that minimum
proceeds will be £Llm net
Despite competitive market

conditions and lower photo-

copier and facsimile machine
sales, the group had traded

profitably in 1993. Further cuts

in indebtedness had been
achieved.

concept of share shops first

used in the 1991 BT sale. Minis-

ters hope that many retail

investors who buy shares in

BT3 will be enticed by their

broker, building society or
bank

,
to buy shares in other

companies.
Mr John Cobb, chairman of

the Association of Private Cli-

ent Investment Managers and
Stockbrokers, describes the

derision to extend the number

BtDDER/INVBSTOFL

of share shops from eight to

' around 150 as a “significant

- step forward".

Many of the share shops,

however, are less enthusiasts

Mr Tony Vine-Lott, chief exec-

utive of Barclays Stockbrokers,

says: "The share shops have

not been adequately put across

by the government or its advis-

ers.” Of the L66m people apply-

ing for shares in BT3, 978,000

decided to go through a share

shop as opposed to registering

with the Share Information

Office. A ,

Where the government has

had more success is in its

efforts to entice retail investors

tobuy shares in a privatisation

issue when there is little possi-

bility of making a big profit on

the first day of trading.

Less than 10 per cent of the

lbn shares bought by retail

investors in the last BT sale

were sold during the first

month of trading. That com-

pares with more than 35 per

cent of shares sold in the

regional electricity companies

in the first month of trading.

Mr Neil Stapley, managing
director of NatWest Stockbro-

kers, says the Treasury’s pol-

icy of tight pricing has elimi-

nated the possibility of

“stagging”, whereby investors

only bought shares in priva-

tised companies to sell on the

first day of trading.

The chances of making such

a profit on BT have been virtu-

ally eliminated by the govem-

CROSS BORDER M&A DEALS
IET SECTOR

ment, notwithstanding the

retail investors’ iop. discount

on each of the three instal-

ments.
# .

The majority of retail inves-

tors buying shares are expeo

ted to remain long-term hold-

ers of BT. After the initial,

privatisation of BT in 1984 the

telecommunications company

had 2.1m shareholders.

This fell to around lm four,

years later. Following the sec-

ond sale of government shares,

in 1991 the number of individ-

ual shareholders in BT rose to

2.6m. This has recently fallen

to 2.2m. .

.

But the rate of attrition is

slow compared to the early pri-

vatisations. British Aerospace,

for example, one of the first

companies to go public in 1981,

attracted 26,000 retail inves-

tors. which slumped to just

3,000 soon after the sale.

T his is success of a kind,

but it is not what the

government hoped for

when it embarked on its wider

share-ownership campaign in

the eighties.

.

When all the razzmatazz of

today’s flotation is over the

government still has to per-

suade hundreds of thousands

of BT shareholders to buy and

sell shares in other companies.

The evidence to date sug-

gests that BTS will not halt the

inexorable slide in the propor-

tion of individuals owning
shares.

Avonrnore (Ireland)

Yorkshire Food (UK)

France Telecom (France)

Life Sciences
International (UK)

Nokia (Flnland)/Mitsul

& Co (Japan)

Mid-States (UK)

Thomson CSF (France)

Bancorp Holdings

(New Zealand)

Sandoz (Switzerland)

Unit of Dairy Crest (UK)

Del Monte Dried Fruit

(US)

Serna Group Facilities

Management

ALKO Diagnostic Corp

(US)

Joint venture

Harts Autoparts (US)

Unit of Siemens
(Germany)

International Pacific

Securities (Australia)

Veneziani (Italy)

Dairy products £20.5m

Facilities £&8m
management

Scientific £4.3m

equipment

Mobile telecoms Elim

Car parts - Cl .2m

Electronics n/a

Banking n/a

Construction n/a
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market changes
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stake

Serna seta

24.5% stake

Cash buy

Mobfle marking

venture

Deferred

element

Consolidating

market position

Takeover spdst

taken over

Buy through

Italian arm
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BusinessWeek
This week’s topics:

What Clinton Got From Japan

A Comeback For Junk Bonds And Deals

A Japanese Bank Lowers The Boom

America's Home Shopping Revolution

A Magic Bullet Cancer Killer?

(For subscriptions: From UK call 0628 23431)

Now available at your newsstand!

BusinessWeek International

14, avd'Qucby, CH-1006 Lausanne Tel. 41-21-617-4411

For subscriptions call UK 44-628-23431 Hong Kong 852-523-2939

DOING BUSINESS
IN RUSSIA?

Save time, effort and money at the start

All foreign companies wishing to conduct
business in Russia need to register there. In
Moscow, registration is handled by the Moscow
Registration Chamber. Fortunately, this process
can be relatively quick and easy, thanks to

Financial Izvestia which is now offering the
Moscow Registration Chamber'sown Guide to
Registering Companies in Moscow. Written in
English and in collaboration with the
international law firm, Salans Hertzfeld&
Heilbronn, this invaluable Guide

Enables you to select the most suitable legal
structure for an enterprise

Supplies checklists so you avoid common
mistakes when registering

Provides sample registration forms and letters

to obtain the relevant authorisations

Lists addresses and contact details of key
agencies in Moscow

Much of this information is simply unavailable
elsewhere and will be of real practical everyday
use to anyone intending to do business in Russia,
as well as legal, financial, accounting and other
advisors.

The Guide to Registering Companies in Moscow
is available exclusively from Financial Izvestia—
to order your copy, see below.

FINANCIAL IZVESTIA

Financial Izvestia is a weekly business newspaper,
produced by the Financial Tunes in partnership with
Izvestia, Russia's leading quality daily.

Rnmooi bwwb bj FT Bnterprtw Lid. Rwtaart Offlcc
Oro BridgflXoodoo S E19H1_ Reglnend b> England No. 980896.

-REGISTERING COMPANIES IN MOSCOW
SSZSSSS.'rogf Tel: +44 (0) 209 612493

F”c+44(0)209 612811

TITLE
COMPANY

ADDRESS

RELOCATING TO WIGAN
WOULD BE YOUR BESTBET. FIND OUT WHY.

cm unda coe on 0800 220908
OR SEND THE COUPON.

ECONOMIC DEVELOPMENT, WKUUf MJX.
NEW TOWN NALL, LUUUUtY man,
WMAH WN1 INN.
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Portman television

production group
buys Carlton unit

Liz Claiborne warns of downturn

By Raymond Snoddy

PORTMAN Entertainment, one
of the UK’s longest established
independent production com-
panies, has bought Zenith Pro-
ductions from Carlton Commu-
nications and Paramount
Communications of the US.
Zenith and. Zenith North,

based .in Newcastle, have been
on the market for some time.
Best known for television pro-
grammes such as Inspector
Morse and Aims such as Prick
Up Your Ears, they were put
up for sale following Carlton's
successful bid for the London
weekday XTV franchise.

An ETV broadcaster can bold
no more, than a IS per cent
stake in an independent televi-

sion production company.

Portman was founded in
1944. Jt was restructured a year
ago with more than $5m
(£3.3m) of new financing fo a
deal struck with Television
Enterprise and Asset Manage-
ment, backed by Rockefeller in
the US and Robert Fleming,
the merchant bank, and Prime-
time, the independent pro-
ducer, in the UK.
The price of the deal was not

revealed, although a statement
referred to “a transfer of
shares”. Mr Bernard Cragg,
Carlton's finance director said
he was pleased to have found
“a suitable home for Zenith so
that the company will be able
to continue to supply high
quality independent pro-
grammes to the fTV and other
broadcasters".

EMC plans

to double

capacity of

Irish plant
By Lousie Kehoe
In San Francisco

EMC, a fast-growing US
manufacturer of computer
data storage and retrieval
systems, has announced that it

plans to double the capacity of
its manufacturing facility in
Cork, in the Irish Republic.
The expansion, which is

scheduled for completion by
the end of the year, will create
abont 120 new jobs in a region
that has been hard hit by cuts
at other computer companies,

I
including Digital Equipment
EMCs products include data

storage systems for use with
IBM mainframe and mid-range
computers, as well as Unisys
mainframes.
Most of the company's reve-

nues derive from its Direct
Access Storage Device (DASD)
product line, which competes
with similar products offered
by IBM.
The company is also an

early leader in the emerging
disk array market, for data
storage systems based upon a
collection of small disk drives,

such as those used in personal
computers.
Disk arrays provide faster

data retrieval as well as offer-

ing higher storage capacity
than conventional data stor-

age systems.

On Friday, the company
reported record results for the
second quarter of 1993, with a
115 per cent increase in reve-

nues to 9170.9m and net earn-

ings of $27m, compared with
$6.1m for the second quarter
of last year.

Revenue from a recent
agreement to supply Groupe
Bull, the French computer
company, with disk array
products is running ahead of

plan, said Mr John Egan, EMC
executive vice-president

The company said that it has
received assistance from Irish

development authorities for

the 920m manufacturing
expansion, which will help

EMC serve the European and
Asian markets.
In the US, EMC last week

officially opened a new 52,000

square foot manufacturing
facility at its headquarters in

Hopkinton, Massachusetts-

By Karen Zagor m New York

LIZ CLAIBORNE, the US
fashion designer and clothing

manufacturer, dismayed share-

holders on Friday by predict-

ing a 30 per cent decline in

full-year earnings per share for
1993.

The news, which came only
a day after the unexpected res-

ignation of the company's vice-

chairman Mr Jay Margolis,
sent shares iu Liz Claiborne
tumbling by 96 to $23V., their

lowest level in several years.

The stock lost $1% on Thurs-
day after news of Mr Margo-
Us’s departure hit the market

By Robert Gibbens in Montreal

HIGHER-VALUE wood
products for North American
and overseas construction mar,

bets enabled MacMillan Bioe-

del to report a profitable sec-

ond quarter this year.
However, the pulp, news-

print and container-board mar-
kets continued to be weak, said

Mr Robert Findlay, president
MacMillan would cut costs fur-

ther and concentrate on produ-
cing higher-margin products in

the most economic locations,

he said.

Second-quarter net profit

was C922J>m (US$17.6m). or 19

cents a share, against a loss of

C$7.1m, or 8 cents a share.

Sales were C$964m, up nearly

25 percent.
For the first six months, of

the year, profit was C$68.8m. or

By John Ridding in Paris

COMFTOCR des Entrepreneurs,

the French property bank trou-

bled by exposure to bad loans,

will need to raise about
FFr8.5bn ($1.45bnl in bonds or
through other measures this

year, according to Mr Francois

Lemasson, chairman.

Mr Lemasson said that the

company was facing an overall

financing shortfall of about
FFr20bn.

He estimated that about
FFrll.5bn could be raised

through the sale of assets and
the arrangement of syndicated

Mr Margolis is widely
respected in the retail industry

and many had expected him to

take the helm when the cur-

rent chairman, Mr Jerome Cba-

zen, 65, retires.

Mr Samuel Miller, the com-
pany's senior vice-president for

finance, blamed the bleak fore-

cast on weaker than expected
consumer spending patterns
for women's apparel, which
have left the company with
excess inventories.

“We had anticipated that

more favourable business
trends and improved results in

several of our divisions would
enable us to resume growth

57 cents a share, against a loss

or C$l&lm, or 20 cents a share
last time. Half-year sales were
CSl-Sbn, up 20 per cent.

Mr Findlay said that in the
current six months, North
American timber prices should
remain at current lower levels

but expoxt prices should aver-

age about first half-levels.

• Canadian Pacific Forest
Products, one of North Amer-
ica's biggest newsprint produc-
ers. reduced its second-quarter
operating loss to C$1lm from a
C$53m deficit a year earlier.

Sales rose by 6 per cent to

C$490m.
For the first six months of

1993, losses totalled C$49m
against C$l20m. Half-year sales

were 5 per cent higher at
C$94lm.
Strong wood products mar-

kets were the main factor, but

loans with the group's banks
The company is also plan-

ning to sell its Paris headquar-
ters, but has not yet decided on
an outright sale or a sale and
leaseback operation.

GDE is also in the process of
negotiating the terms of an
issue of state-guaranteed debt

of between FFrlbn and FFr2bn.

Mr Lemasson said that the
terms should be finalised

within the next few days and
that be hoped to obtain a pref-

erential interest rate on the
issue.

The difficulties facing CDE
reflect an accumulation of bad

during the second, half of the

year and planned our inven-

tory commitments accord-

ingly." he said.

“While we are not happy

with the results, at almost 7

per cent of net sales our earn-

ings are among the highest in

the industry and our finanrial

position remains strong.*' Mr
Miller added.

For the second quarter,

ended June 26, the company
posted a 2L3 per cent decline

in net earnings to $31.lm on
sales which were 7.3 per cent
higherat $506An.
A year earlier, net income

was $39-5m on sales of S472.6m.

newsprint shipments and
prices were higher. Production
costs declined and a lower
Canadian dollar helped.

However, the pulp, paper-

board and white paper markets
were weak and two joint ven-
tures reported higher losses.

Interest expenses rose because
of continuing heavy capital

outlays financed through term
debt
Offshore timber products

markets were firm in the sec-

ond quarter, despite a 40 per
cent drop in North American
prices, but the Japanese mar-
ket is now being adversely
affected by the recession.

CPFP is raising C$130m by
spinning off its wood products

business into a separate, pub-
licly-held subsidiary.

• Better demand for fine

papers and strong timber prod-

loans on commercial property

and the downturn in the
French property market.
Construction industry ana-

lysts in Paris estimate that the

group has about FFrlObn of

risky loans to property compa-
nies, on which it has made
about FFr2bn of provisions.

• BSN, the big French foods

and drinks group best known
for its range of yoghurts, is to

take a shareholding in Delta,

the Greek dairy products com-
pany, Renter reports from
Paris.

The two companies have*
agreed to an accord which calls

Earnings per share fell by 19.1

per cent to 38 cents from 47
cents.

There were fewer shares out-

standing in the latest quarter
and Mr Miller said that the

board had extended the compa-
ny's share buy-back pro-
gramme by an additional 950m
of common stock, bringing the
total authorisation to 9350m.
For the first half, Liz Clai-

borne earned $73.8m. or 90
cents, on sales of $l.Q4bn
against 9102.3m, or 91.21, on
sales of 9L03bn a year earlier.

Earnings in the 1993 period
included one-time gains of
91.6m.

ucts markets helped Noranda
Forest to report its first quar-
terly profit in three years for

the three months ended June.
Second-quarter net profit

was C$4m against a loss of

CS21m on sales of CS374m
against C$367m_ In February.
Noranda sold 49 per cent of

MacMillan Bloedel for C$997m;
this week it announced the dis-

posal of 50 per cent of a west-

ern fine paper group for
C$82m.
The first-half loss equalled 40

cents a share against 39 cents,

on sales of CSTSlm, adjusted
for the MacMillan transaction.

• Primax, a western wood
product company that sells

mainly to Japan, doubled
second-quarter earnings to

C$4.4m. or 51 cents a share. It

warned that Japanese prices

were declining.

for BSN initially to take 10 per
cent of Delta.

No price was given for the

deal. Delta had turnover of
DrSlbn or some FFrlJ57bn in

1992, and made a net profit of

FFrL22m, BSN said.

BSN made a net profit last

year of FFr3.44bn on sales of

FFr70.8bn_ It will bring its

expertise to Delta, which will

ultimately make yoghurts
under the Danone brand name.

Initially, the Greek compa-
ny’s yoghurts will keep the

Delta name. BSN already has a
joint venture in Bulgaria mak-
ing Danone yoghurts.

Li Ka-shing: has been forced

to concede a rare defeat

Miramar
Hotel joint

bid lapses
By Simon Holberton
in Hong Kong

BEIJING-controlled Citic

Pacific and Mr Li Ka-slung’s
Cheung Kong have conceded
defeat in their joint HK$9.65bn
(US$1.24bn) bid for MJramar
Hotel and Investment-

The offer, which lapsed on
Friday, received acceptances
equal to only 13.7 per cent of
the company's shares and 9.2

per cent of its warrants.

The result of the bid for Mir-

amar, which owns property
assets on the Kowloon penin-
sula, was a rare defeat for Mr
Li and Mr Larry Yung, head of

Citic in Hong Kong.
Henderson Investment,

another Hong Kong property
group, sealed the fate of the

joint bid after it bought a 35
per cent stake in Miramar
from its founders and gave lit-

tle indication that it wanted to
deal with Mr LI and Mr Yung.

First Nordic
restructuring
KANSALLIS-Osake-Pankki,
the Finnish bank, is to restruc-

ture the operations of Luxem-
bourg-based First Nordic
Rank, Reuter reports from Hel-

sinki The private banking
operations of First Nordic are
owned equally by the former
STS-Pankki, Norlandsbanken
of Norway and Denmark's Syd-

bank SonderjyUand. They are
to be taken over by Sydbank
SonderjyUand. KOP acquired
STS-Pankki last year.

Bank support for

UK Land rescue
BACKED by its secured
banking creditors, UK Land
plans a reconstruction of capi-

tal and the raising of £256,000

($384,000) to meet that expense
through a fully underwritten
rights offer.

This will provide UKL with a
"sound financial base” from
which it can develop by may.
imismg the revenues from the
Elephant & Castle. shopping
centre in London, its main
asset, and subsequently seek-

ing property acquisitions.

The alternatives to the plan
are insolvent liquidation,

administration or receivership.

Every 22 existing ordinary
shares will be consolidated
into one ordinary of 5p and one
deferred of 645p - the latter

will later be cancelled.

A total of 5m new ordinaries,

or 64.44 per cent of the new
capital, will be issued to credi-

tors. Lloyds Bank will be
issued 2m, a syndicate of banks
will get 2.35m in respect of
their secured advances, and
unsecured creditors under a
company voluntary arrange-
ment will be issued 650,000.

An open offer of up to 2.56m
shares at lOp each (33 per cent

of the capital) will be made to
shareholders on the basis of
13-for-one. A shareholder with
1,100 existing shares would
receive 50 new shares from the
consolidation and be able to

subscribe for 650.

Lloyds Bank will also be
allotted £250,000 worth of 10
per cent convertible secured
loan 2003, convertible into
l.84m shares, unless that
pushed Lloyds' holding to
more than 29.9 per cent of UKL
voting capital.

Issued capital following the
proposals will be 7.76m shares,

or 9.6m on a diluted basis. Mr
James Grace and Mr Christo-
pher Woodhouse, who are sub-
underwriters, will join the
board.

The existing facility from
Bank of Scotland will be con-
verted into a £9m term loan,

repayable 1998-2003, and a
£2Jm overdraft, reducing over
the five yean to April 1988.

The facilities will be secured
by a charge over the Elephant
& Castle. Lloyds and the syndi-

cate banks may require Lilly-

brook, the underwriter, to pur-

chase up to 2m shares of their

entitlement at lOp each.

MacMillan Bloedel returns to the black

French bank ‘needs to raise FFr8.5bn’

The Polish Mmistiy ofFinance

announces:

FREE PROFIT
TRANSFER

Poland welcomes foreign investors. You
are invited to invest in Polish Government

securities. Permits to transfer your capital

and capital gains abroad are no longer

necessary. Transactions processed instantly.

Attractive interest rates of Government
Bonds and Treasury Bills are now available.

Auction dates ofNew 3 Year Bonds:

July 27, 1993
November 26, 1993

Auctions of Treasury Bills are held each

Monday.

Both types of securities are available on the

secondary market.

Bonds are quoted on the Warsaw Stock

Exchange, while Treasury Bills can be pur-

chased on the “interbank” market.

For more information please fax the

Polish Ministry of Finance:+48 22-27 27 21.

MINISTERSTWO FINANSGW
Ul. Swigtokrzyska 12, 00-916 Warszawa

*=S Den norske Bank
'

~ (Formerly Bergen Bank A/S)

(Incorporated in the Kingdom ofNorway with timited liability)

U.S.$75,000,000

Floating Rate Notes Due 1997
jbish the right to subordinate)

.

Notice is hereby arven that theTmarest payabte on the referent imermn

1« 1993 tar tM period February 1ft ISS? toKSSCc'upwNo; 16 In

1" respectofUA«50Afl0 nominal of

the Notes wiif be U.SJ4.43&50-

den danske bank
AF/1871 AS

lMJMftjMMuOOO

Floating Rate Notes

Dec 1994

Inreretl rote -4.21*

Interra period,from - 1 9.7. 1 993

lo - 19.1. 1994

Interest Amount pcrVJO.OOOjWO

nominal due 19. 1.1WJ.V21 2.230

Agent Bonk

The Long-Ton OrdH Burl,

ofJapes, Unfed
Tokyo

Services), Agent Bank CfTIBAN^Qj

Bradford
&B I NG L EY

S200,000.000

Floating rate notes

due 1999

Notice is hereby given that

the notes will bear interest

at 6.0625% per annum ham
15July 199310 15 October

1993. Interestpayable on
15 October 1993 will amount
to 5152.81 perS 10.000 note.

Agent: Morgan Guaranty
Trust Company

JPMorgan

Republic of Finland

US$1,000,000,000

Floating rate notes due
1997

Notice is hereby given that the

notes will bear interest at

3.50% perannum from

19July 199310 ISJanuary

1994. Interest payable on
18January 199-t will amount
to US$177.92per USS10,000
note and USS4.447.92per

USS250.000 note.

Agent: Morgan Guaranty
Trust Company

JPMorgan

Wells Fargo & Company

US$100,000,000

Floating rate subordinated

notes due July 1997

In accordance with the

provisions of the notes, notice

is hereby given that for the

interest period 19 July 1993 to

19 October 1993 the notes will

carry an interest rate of

3.5625% per annum.

Interest payubie on the

relevant interestpayment date

19 October 1993 will amount

to US$91.04 per US$10,000

note and US$45521 per

US$50,000 note.

Agent: Morgan Guaranty
Trust Company

JPMorgan

SPRINDINTERNATIONAL SA.
Registered office; LUXEMBOURG

12, avenue de la Liberte

Trade register no.:

Luxembourg B 36016

Further to a decision taken by
Sprind International S.A., the

management company of the

investment fund ’Professional' (the

Fund), with, its registered office

located in Luxembourg city - 12

avenue de la Liberty in accordance

with the depositary bank, Sanpaolo-

Lariano Bank, a public company
under the law of Grand Duchy of
Luxembourg with its registered

office in Luxembourg city - 12
avenue de la Libertft the Fund has

been liquidated in date of July 8,

1993.

Mister St£phane BOSI, Deputy
Manager for a Bank, living in

Hassel, has been nominated
liquidator.

The liquidator, having terminated

his service, it is stated that the Fund

has ceased to exist

SPRIND INTERNATIONAL SA.
The Board of Directors

AsM
ASAHI BREWERIES, LTD.

(tacorpmcsl to Jipn wuh ftmttat Kabilky)

¥30,000,000,000

Floating Rate Notes

1996
In accordance with the

Terms and Conditions of the

Notes, nodes b hereby given

that the rate oF Interest for the

period 19th July. 1993 to 18th

January, 1994 has been fbced n
4415 per cent per annum and

that the coupon amount payable
on the 18th January, 1994 will be
V248,178 per note of V10.000.000.

THE SUMITOMO BANK,

LIMITED
(Agent Bank)

City of Glasgow District Council

£50,000,000

Term Loan Facility

Arranger

The Dai-Ichi Kangyo Bank, limited

Lead Managers

The Dai-Ichi Kangyo Bank, Limited The Norinchukin Bank

The Tbyo Trust & Banking Co. Ltd. The Yasnda Trust & Banking Co. Ltd.

Managers

The Bank ofFukuoka, Ltd. The Chiba Bank, Ltd.

Co-Maruzgers

The Ashikaga Bank, Ltd. The Hokurikn Bank, Ltd.

FacilityAgent

The Dai-Ichi Kangyo Bank, Limited London branch

July 1993

Broker Manex Sterling Brokers, Limited

This accouncemem appears as a matter of record only

PACKAGING AND THE
ENVIRONMENT

On 7th October, the Financial Times will unwrap

the myths surrounding packaging and its

environmental impact.

For further informational and

an editorial synopsis please contact

;

Alicia Andrews

Tel: -*44 (0) 71 8733595 Fax: +44 (0) 71 8733062

Tenneco Inc
HOUSTON, TEXAS

1893

is our 47th

consecutive

year of cash

dividend

payments

The 1993 third quarter dWttend of 40c per share

on the Cannon Stock will be paid September 14

to stockholders of record on August 25. About

1 1 0,000 stockholders wffl share in our earnings.

KarlA Stewart, Vies President and Secretary
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Auction prospect prompts pause for breath
SOME of the froth came off the

recent rise in UK government
bonds last week, as investors

reacted negatively to the

announcement about the next

gilt auction and indications of

continuing fiscal weakness.

hi recent weeks gilts have
enjoyed a purple patch, with

long-bond yields dropping to

their lowest levels for 20 years.

The market now seems likely

to pause for breath while
weighing' up the large volume
of issues that will be needed to

finance the high public sector

borrowing requirement for

1993-94.

The Bank of England will on
July 28 auction an unspecified

amount of stock maturing
between 1998 and 200L It will

announce tomorrow the details

of the bonds and how much
will be sold. Market estimates

are that some £3^5bn of securi-

ties will be on offer.

The announcement on -Fri-

day helped the long end of the

gilt market, with yields above
the 10-year level continuing

US MONEY AND CREDIT

their generally downward
movement.
However, prices of 10-year

bonds fell more than V! point

on Friday, in reaction to news
of the auction and that govern-

ment borrowing in the first

three months of the financial

year rose by nearly a quarter

on the corresponding period of

1992-93.

Public borrowing between
April and June was £13 -2bn,
compared with £l0.7bn in the

same period a year earlier.

Many in the gilt market were
more interested in these details

than in the smaller than expec-

ted borrowing figure for June.

This was caused largely by
unusually high government
receipts, arising from Individu-

als and companies paying their

tax bills in June rather than

later in the summer.
In spite of the extra cash

flowing Into the Treasury due
to this trend, the PSBR for the

month still out at a high
£3.88bn. partly because of a big

rise in government spending

UK gilts yield

Restated at par (9t)

as —

JuI8,1993
yfr

6.0

0 6 years 20 25
Sown*: Wtotowg BkuMh

triggered by high social secu-

rity outlays due to the reces-

sion.

Even with the setback to for-

tunes of the 10-year stock on
Friday, gilts of this maturity
showed an impressive rise on
the week. The 8 per cent bond
maturing in 2003 was quoted
on Friday night at 103%, nearly

% point up on the previous Fri-

day. Its yield fell to 7.43 per

cent from 7.51 per cent a week
earlier.

Longer-dated securities saw
a yield fall of a similar scaleon
the week, while short-dated

gilts moved sideways as expec-

tations of an early cut in bank
base rates all but petered out.

Gilts maturing in 20 to 25

years have performed particu-

larly well in recent weeks.

Since early May, 25-year bonds
have seen yields drop from
about as per cent to 7.7 per

cent. Over the same period,

yields for 10-year securities

have come down from £L2 per

cent
Assuming inflation data over

the next few months are as

positive as were the figures

last week, it is fair to assume
that longer-dated gilts will see

a fruther period of steady price

increases. The market was par-

ticularly heartened by fresh

signs that wage pressures are

declining, coming from news
that average earnings across
the economy rose an underly-

ing 3.75 per cent in the year to

Long-bond yield heads towards 6.5%
THE US credit market’s
attention will be focused on
Washington this week, where
Mr Alan Greenspan, the chair-

man of the Federal Reserve,

will give his semi-annual
Humphrey-Hawkins report on
monetary policy to Congress
against the backdrop of a bond
rally which has carried long
rates to record lows.

On Friday, for the seventh

successive trading session, the

yield on the 30-year Treasury
issue dropped to the lowest
level since the Federal govern-

ment began issuing these
bonds on a regular basis 16
years ago.

The long bond ended the
week with a yield of 6.54 per
cent, down from 6.64 per cent a
week earlier after a raft of sta-

tistics showing that fears of
Inflation in the early summer
were greatly exaggerated, and
highlighting new signs of slug-

gish growth.
The biggest push to the mar-

ket came from the producer
and consumer price indices for

June, released on Tuesday and
Wednesday. The producer price

Index for finished goods

dropped 0.3 per cent, its largest

monthly decline since January
1991, while the consumer index
was unchanged from May, its

best performance since March
1991.

But the rally was reinforced

by figures on Friday showing
that industrial production
dipped two-tenths of a percent-

age point last month, its first

decline since last September,
and rumours that a closely

watched gauge of consumer
confidence was showing a drop
in early July.

The economy is certainly

growing slowly, but is the out-

look so sluggish that the Fed
will feel moved to eliminate
the bias towards tightening
which it put in place last May
(and artfully leaked to the mar-
ket) at the height of the infla-

tion scare?

Mr Greenspan, a master of

the verbal stonewall, is

unlikely to reveal this to Con-
gress on Tuesday, though he is

expected to cut his forecast of

economic growth this year to

around 2.5 per cent from the

3 per cent to 3.25 per cent rate

he suggested in his last

U.S. $300,000,000

sSte.

Credit Lyonnais
Subordinated

Floating Rate Notes Due 2000

Interest Rate

Interest Period

Interest Amount per
U.S. $10,000 Note due
19th January 1994

5% per annum

19th July 1993
19th January 1994

U.S. $255.56

Credit Suisse First Boston Limited
Reference Agent

BARINGS BY.
USS 150000000

Guaranteed Floating Rate Capital Notes due 2001

Payment of principal and interest guaranteed by

Barings pic

BARINGS

In accordance with the provisions of the Notes, notice is here-

by given that (or the interest period From July 19, 1993 to

January 19. 1994, the Notes wil carry an interest rate of 5%
per annum.

The interest amount payable on the relevant interest payment

date, January 19, 1994 against coupon

No. 16 wiU be USX 265.66 7haA0aniBank

per Note of USS 10,000. fflrTrm KrvfHotbmA
Luxembourg

CARIPLO
Cassa di ffisparmio

dalle Provincie Lombardo SLpJL.
Grand Cayman Branch

USS 150,000,000

Floating Plate Depositary Receipts due 1999

In accordance with the Conditions of the Receipts, notice is

hereby given that for the Interest Period from July 19, 1993 to

January 19, 1994 the Depositary Receipts w® cany an Interest

Rate of % per annum.

The Interest Amount payable on the relevant Interest Payment

Date, January 19. 1994, wfH be USS 191.67 per USS 10,000 prin-

cipal amount of Depositary Receipt and_
USS 4,791.67 per USS 250,000 jgjfa 77wAgentBank

principal amoixrt of Depos- ffnl KradSottank
itary Receipt HAJ-O Luxembourg

Humphrey-Hawkins testimony
in February.

At the same time, the Fed’s

expectations of inflation seem
likely to rise to around 3 per
cent from the 2.5 per cent to

2.75 per cent rate foreseen in

February, which most analysts

always considered extremely
optimistic.

Still, there seem few infla-

tionary clouds on the horizon.

The severe flooding by the Mis-

sissippi river will give an
upward blip to some agricul-

tural prices, but the past week
has also brought some signifi-

cant signs of contrary trends.

Procter & Gamble, the con-
sumer products giant,

announced big detergent price

cuts, while General Motors is

promising to raise its vehicle

prices by an average of only 1.8

per cent in the model year that

begins in the autumn.
Most Wall Street analysts

expect this background to keep
Fed policy on hold for the
immediate future, possibly the

whole year, yet some wonder
whether a touch of monetary
easing could be In prospect
before the summer is out.

pupcmv to tbs Ha&cKr poctog am

Mr Mitchell Held, of Smith
Barney, suggests that if Con-
gress can agree on a meaning-
ful budget deficit reduction
programme, and the economic
growth and inflation numbers
remain "well-behaved", then
the Fed will implement a mod-
est easing to avoid a more per-

vasive slowdown.
However, the Fed is unlikely

to consider such action with-

out the Senate and House of
Representatives resolving their

differences over a deficit pack-

age - and expectations of

agreement on legislation are

already largely factored into

bond prices.

Any signs of serious difficul-

ties in Congress over the next
few weeks could severely upset

the market's upward momen-
tum, which might also be tried

by a heavy Treasury refinanc-

ing operation in the second
week of August. But with
those caveats, the odds look
good for the long bond yield
failing through th e psychologi-

cally significant level of 6.5 per

cent

Martin Dickson
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Notice of Final Redemption
To the Holders of

Citizens Federal Savings
and Loan Association

US$100,000,000 Collateralized Floating Rate Note* due 1996
CUSDPNo. 170013ZZ9

NOTICE IS HEREBY GIVEN THAT pursuant to Section 5.03 of the Indenture of
Trust dated as of March 1. 1986. between Citlaona Federal Saving* and Loan
Association (the ‘‘Issuer'*! and Bankers TVuat Company, as trustee {the “TruateO,
the Issuer will exardse Its option to redeem the entire principal amount of it*
Floating Rate Notes (the "Notes”) on September 13, 1993. at a redemption price of
100% ofthe principal amount thereof phis accrued interest to the date ofredemption.

All Notes should be presented for redemption on or after September is, W93 at
the offices of the Raying Agents shown below?

Bankers TYuat Company
CorporateThat and Agency Gr
Four Albany Street
New York. NY 10016
United Sates

Bbjxtuc Indosnez Luxembourg
39 AnCe Scheffer
L-2S20
Luxembourg

Bankers TYuet Company
I Appotd Street
Broadrate
London EC2A SHE
England

Swiss Bank Corporation
1 Aotchenvoramh
CH-4002 Baale
Swtaerland

On and after September IS, 1993, interest on the Notes so called for redemption
shall cease toaccrue.

No representation is made as to the accuracy of the CUSfP number listed above
oras printed on the Notes.

Citizens Federal Savings and Loan Association

Dated: July 19, 1998

By Bankers TrustCompany
fuTnufee

May, the lowest figure for 26

years.

la a further sign of low infla-

tion, wages per unit of output

in manufacturing in the three

months to May declined by 3.6

per cent compared with the

same period last year. This is

the biggest year-on-year fell

since the Department of

Employment started records in

1970.

Meanwhile, prices of factory-

made goods for domestic sale

rose by just 4 per cent in the

year to June, the same as in

the year to May, while the
year-on-year rise in the retail

prices index dropped in June to

1.2 per cent, the lowest figure

for nearly 30 years.

The message from these fig-

ures is that manufacturing is

leading the recovery. There are

few -

signs of any significant

build-up in consumer spending,

nor of price pressures at the

level of wages and retail goods
Supporting these indications,

a chairman of a big food com-
pany said last week that the

food business was in a “horri-

ble" state. In contrast, manu-
facturing output in May regis-

tered its biggest monthly
output increase for four years,

with production up 1.8 per cent

on the April level

The release this Wednesday
of the figures for last month’s
retail sales volumes will be

,

watched with interest in the !

gilt market Prices are likely to

rise should the figures turn out
weak.

Peter Marsh
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Issues hold up well in

face of weakening franc
THE CURRENCY markets

have been casting a shadow

over the French bond market

as a series of attacks against

the franc have raised the ques-

tion of whether the French

government is prepared to

raise interest rates to defend

the current parity within the

European exchange rate mech-
flrrigm.

Such considerations were

evident in last Thursday’s

FFrlSbn bond issue. The issue

of two-year and five-year bonds

went reasonably smoothly,
although the shorter-term

issue reflected anxieties about

the currency market
It saw an average yield of

5.95 per cent, which is higher
than expected and compares
with 6.16 per cent at the last

auction in June. The five-year

bond saw an average yield of

6.13 per cent compared with

6.36 per cent at the June
auction.

In general, however, bond
analysts said that French
issues had held up reasonably
well in the face of the weaken-

ing franc.

Spreads on French 10-year

bonds over German bunds nar-

rowed from 24 points to 14

points over the course of the

week, while the short-term end
of the market stayed relatively

stable.

“We were seeing increased
buying interest in French
bonds at the end of last week,"

says Ms Marie Owens Thom-

sen, international economist at

Midland Capital Markets.

She says that with French

yields back above German ones

at virtually every maturity,

there is again the attraction of

capital gfu‘ns on French bonds.

But this attraction may be

short-lived if the current turbu-

lence within the ERM forces

the French government to

resort to an increase in interest

rates.

‘It might make sense

to Issue more bonds

than they need now.

It Is likely to be

more difficult later’

"If the speculators really try

and prise the franc out of the

ERM, which is possible, then

the French government isn’t

going to have much choice,"

said one analyst
Inflationary prospects in

France will be one factor pre-

venting yields slipping below

those on German bonds again

in the near future.

Consumer price statistics for

June, released last week
showed stable inflation, the

result of falls in the prices of

food and oil but the impact of

increased indirect taxes intro-

duced in July - including a

rise in petrol taxes - suggests

that inflation will pick up in

the second half of the year.

One economist, at a Paris-,

based bank said he
.
expected

year-on-year inflation, to. -be

nearer 2.5 per cent in July,.as

against 2 per cent in June. .

.

In addition to the two-year

and five-year ,
issues, last

Thursday also saw ah extraor-

dinary repo issue, the result of

the successful launch of the

“Balladur bond". .

Official results,- released 'on

Monday, confirmed that the

bond had attracted about

FFrilObn, almost three times

the target leveL

Thursday's issue .of RTFs
was designed to counteract the

drain on the money markets as

subscribers
-

to the ’Balladur

bond settled their accounts on

Friday.

The extraordinary repo Issue

did not, however, fully com-

pensate for the drain on the

market And combined -with

sale of about FFrfObn of BTFs

earlier in the week, there was a

strong tightening of liquidity.

The oversubscription of the

Balladur bond - which yields 6

per cent and has a maturity of

four yKirs - will not necessar-

ily reduce the French govern-

ment's future capital raising

plans.
- “They ought to overfund in

this Mnd ofenvironment,’' said

one economist “It might make -

sense to issue more bonds than

they need now. It is likely to be

more difficult later."

John Ridding

FT/1SMA INTERNATIONAL BOND SERVICE
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Coonci Euraos B 96
Gratis Fondar 94 95
CmS faictor 94 99
CnWt Lossn
Croft Lyonnais 9 96.
Dafmiar-8oiz NAB 98
DenmafcO 98
Denmark 54 87—

—

•

Denmark 54 98
earmark B4 95
Deutsche » Fh 94 89___—

—

DSL Bank 74 96
DSM34 96
Du ftmt de Neman84 96
FCSC 84 96
SC 84 96
BB74 96
BB 94 97——
BB 94 99
BB 1097
Baportflians 094-
Bepartnroms 74 96
B'flWrilkiana 84 95
.Bac Caro N Zealand 94 oa
Elec da France 9.99
Bee da France 9495
Enwgia Beheer 966
Ericsson IM n 96
Eiwkm 74 87.
Emn Cred Card Tat9 94
Euro Cred Cod T« 94 95
Euollma 94 96
E*4m Bo* Japan 84 oa
Ex-tan Bank Anns 02
Export Dor Gotp 8% 00
Enport Dev Coro 94 98
Emm Capttw 0 04_.._
Farm Owl Cwp 74 96
Fem> dd Start §4 09
FHand 6497
Rntad 74 97
Finland 9 9a__.
Rmtoh Expot94_9S

ftrd CtoJl 64 98
“

99

Gen Bee CapH94 96-1“
Gan Bac capital 94 9«
General Mb 0 13
GMAC 9496
GUtame&a Tfctnoe 9 98
Hamax 94 95
HoKhst kmat 84 07
tWaaftu 84 97
IBM Sttl Fin 54 98
»U8a*84 M
bid Bk Japan Ffei 7% 97
biter Amo Dev 74 96_ —
mil Ftooics 84 96
Inf finance 94 95
Wand 94 00
Italy 84 M
asjs=~TTT=
Japan Dev BH eA s}_
Japan Da* Bt 84 01
Japm Fh Cop 94 98
Japan Hlglnray 54 00 —

_

Japan tHaray 84 m
KansaJ Bee Pwr 10 96

Kobe a\ 99
WW Rnunca 9 04 300 106
Koto 84 99 150 1154
Ubom Mutual 84eo~ iso to?
Una*] Nadunto 9% 95 100 109
LKB Baden-WUerit 54 98 500 1004
LTC8 Hn 8 97 — 200 1064
Manitoba 74 96. ISO 1054
Marta Sponcer 84 96 150 1094
MatsuSMa Bac 74 02 1000 1084
Mtoffle Rntftn 74 96 150 1074
WbtoJtehi Estda 84 01 200 1134
Moto Austnfta 8 94 200 1034
Many Ftodbiq 84 98 150 1034
National Rnlo 96 125 1074
NesOe 64 97 200 1034
New Zeami s 97 iso 1084
New Ztotond B 94.

v
830 1054

«Soi cred Bk 104_95_ 150 ires
M(toon Tel Tel 94 n ZOO 1074
Nonnra tatl 94 95 150 1074
Node be BO* 0 94. 150 954
Kftfean-;*! Bs* 84 97 200 1094
Norway -7 96 TOW 1064
Nowey 74 97 lore 1074
Offlarto 74 03 3000 ion
Ontario 71* 02 2000 tin
Ontario 84 oi ism 1124
pssfcaGas 54 98 250 1004
Oio r%97 160 1084
Osier Konfcolbank 84 01 2m 1154
Oster KaanAenk 9 86u- 200 1D94
Ms-CWWto 74 96 20P 1054
Pebctne 10 96 200 964
FMta Marta 9\98. 200 1044
Praw&ntble 9498 200 1184
PiudendBl Fki 84 01 300 1114
Pmoendd RIty Secs 0 93 363 734
Quebec Hydro 9 01 300 1144
Qnetwc Hydro 94 98 150 1184
Quebec ProvBSS 200 1124
teeentiml Govt 104 95 100 1104
MUon Aetna 114 95 150 111
Heal| PutftahfciD84 97 150 11«4

84 00 300 1034
SAS 10 99. ! 200 1134
SAS1Q485 ISO 1004
S8AB84 85 500 1084

730 108 _
500 734
500 1034
SOD IDS
150 117
1500 104
am
2000 102
2000 1024

200 1

250 108

226 1184
400 1184

ISO 1044 t-14
500 109 «4
100 1074 44

1500 11
1500 11
1500 11
100 ia

SWISS FRAIIC STRAKHIS
Anai on Bar* 6 iO.„___—

-

1 .--

Councfl Europe 44 98—
BB 64 04—
Bee de Fr«a 74 06
FHand 74 89
General Motors 74 95.—-,
Hyundai Motor fin B>2 97
fcflfcnd 74 00
Koto 64 01
New Zeaand 44 99
maria 84 03
Quebec Hydro 5 08
SNCF 7 04—
world Ba* 5 03
World Bar* 7 01 —

—

100 107*2
250 1014
300 112
100 1144
300 1114
100 103
100 109
100 111*1
240 1094
200 1004

450 118
150 102
800 1114

VBfsnumms tnoml Brio,

Atncan Dev Bk 44 97 40000 1014
Aden Dev Bank 5 03 50000 1024
Aiiitrt* 5 01 — 75000 1014
Bdaurnsn — 73000 i«
CreSt Local 796. ; 30000 1084
Denmark 7 95 40000 1054
BB64 00 100000 1104-
BB84D1 50000 1124
Elec de fiance 54 96 20000 1M4
Rtoand64 98—, 50000 1084
Inter Amur Dev V4 00 30000 11*4

ZOO 1124
Jam Dev Bk 5 99. 100000 1034

FLOATING Kara I

Atoda Honlno 0
ABanee Lstosao
Mtonce Lees 0.1

0.10 01

1154, *~2
,07

2s

Austria -015 05
Banco tana 09
Bank New York

,

Band ol Greece 1

S*ot Montreal
BarkftmrtaaV

tod cna no

3.66$)
99J0 +U01 82675
99^5 *OXn 8.1387
S836 -*027 3.4376
99.97 . 6J875
76J0 ,0^0 34625
98.11 7J187

Japan tte-BR 6*3 01 120000 1114
KJWblfl Fh64 M 25000 1034
Nippon Tel Tel 54 96 50000 106*j
Noway S4 85 50000 1024
Ontario 84 96 SOOM 106
(fetor K*8roU»* 8*3-98 50000 1094
ftjrajpal+4 98 75000 H»4
SNC?S4 OQ. 30000 1114
Spatal54 02 .125000. 1044
Sweden 54 95_ 20000 1034
Tokyo Bac rawer 6 06 70000 106 *2

^ &
250 1074

1000 1154
200 1184
250 1184
360 95**
200 1084
200 1064
200 1114
200 1144
250 1104
300 1094
150 1064
247 1084
325 1054
845 1094
100 in

150 1184
1800 434
100 1074
1000 11M
3000 105
200 1064
850 1104

1500 1024
300 1124
150 1084
300 IIS
200 1004

200 1094
200 1084
100 109
200 1024

300 1204
SOT 1104
300 1084
250 1184
1500 1054
1500 113
2000 1174
300 1084
mo ii«4

BHL bid 0.85 01
BCt 0.15 «
Betotum 0 94
Btionn09B s

BFCfc -(UH 96
BSbaa totl0JJ401 —
Binntoaham MU 4 88£
BNP 495
Sradkxd Btatisv 4 98 £
ataWW«594£
Bntmie0.10 96£
C3rMto4 99
CCCtO 06 Ecu
Chaw Manhattan 4 09
Chaae Manhattan A 00
Heap 020 98
Citizens Fed 0.15 98
Comm 8k Austria pent 0.15
Ctedtop097«
Craft du Nod i. 97
Craft fondar -* 98
Craft Lyannis 4 39
CredRaostokO 03
Denmark -4 98
Drosdner Ftaunce l, 98 PM
BB -4 01 Ecu,
Bee de Frmce 4 99
Ferro Cut Stat f, 87
Finland 0 97

^ finan^* 'feJUUJI
Fi# Bank 035 00
Gracerfwrdi Mot *a IB £
HaSaxBS iase _____

_

Haftn b are BB £— _____
Headache Landed* 0 98

tnvestare Ind *t 94 E_
tretandOB8—
Italy OOO _____
MlB 0 05 Ecu
KB ISma 0.15 11
Korea Pot Bank A 97
Leeds Pvnonent 4 96 £
Ucnnte Bar* Perp S 0.10
Lufthansa bit fin 0 00 DM
Malayata i 05
Mefioi Bara4 B8
MtaOand kd Hn 4 99
Mosul Ttayo Asia 0.40 00
Moraan & 0.05 97
Mafftnd AOJO 35 £.

tel Bk Canada 496
Nat West Ftai A 05
Nat West p«roC4
NattonwkJe 0.08 SB £
Natl Ptovtatial 4 « £
NewZetomJ 4 as ..—
Northern Rock 4 95 Z

sa^»lggE
Quebec Prov 0 Oi
Bento 0 98
Roy* Bk Canada 4 05 ______
gan*Hrt*aEiA0 9SDM
totatlnWl 0 98 _____

Starts Bk Victoria cue 99
Sunttomo 8k In* Rn 4 00
Sisaftwnk 4 98
Sweden 0 93
Town Country 0.10 94 Z
Union BfcFnand 0 00 DM
Unltad Kingdom -4 98

SfflfcW==
WoctwWi EqAaMTTflS

250 9796 40.05 3.6250
250 97J1 4O.O8 3.4875
500 10008 40.03 3.7812
125 99.56 -0.03 3.6250
350 100J15 ,0.04 5.0000

__ 350 101J8 «021 5.0000
200 94J9 ,0.41 3.4875
300 9SJ0 tai3 3.5875
200 99.85 -002 3.1B75
400 99.B4 *0.01 3J125
300 SS.98 +0.08 65625
500 10004 80000
350 99.75 *801 3£500
150 98^1 -0.03 3.4526
150 9337 *0.01 8.0825
400 101.61 *008 50500
100 9952 *004 6.1250
150 99.74 *051 B5825
150 99.49 *0.04 8.2250
191 8636 *0.06 3.7500.
200 9853 +0.01 7.4844— 400 9752 *027 35500
SO 99.47 +0.1B 5.0000— 500 99.70 *0.10 5.0000
100 9955 *0.02 5JXH30
300 9924 *OJB 3^500— 200000 103.40 *1.05 9.9000— 100 9924 *0.01 52500— 200 10039 +001 5.0000— 250 10034 -04J4 52500— 250 10ai5 *0.10 5.0000— 1000 99.40 *022 3.0625— 1000 9925 40JJ1 7J9438— 400 99.45 -0.10 9.3828— 400 10128 -aiO 52500— 420 99.14 *0.03 32875— 1000 99,44 *0.10 35000— 125 96.57 *001 35000_ 100 9528 *0.12 3.4125— TOO 97.80 -0.04 3^016— 175 9182 *028 62625

__ 350 99.90 6.0625— 150 9928 BJ7175— 100 9925 *007 32125_ 400 81.87 +035 5.0000
450 99.88 *001 3.5500— IS &J9 *<wn w®25— 300 9909 -003 3.4400

__ 500 9902 -002 14375
__ 1000 9409 +024 80438

150 0004 <0-05 50000_ 200 OT.48 *0.01 30625— TOO 9903 *0.03 6.0000_ 600 7B04 4009 30710
1200 94.01 -003 7.8250— 850 9908 *0.14 5.2500~ 750 9905 *005 52500_ 200 99.78 *0.09 5.0000_ 1200 9706 *001 30516
200 10006 -0.01 52500— 100 9905 6.5375— ZOO 98.67 -003 30625— 400 9401 *0.40 30750— WO 80.17 *004 3.4375— 300 99.49 *000 6.1425— 200 09.76 *001 8.1250

_. 250 ire.ee -0.02 14380— 100 9908 6.1875
OTO 99.06 +006 70913— &Q *0.01 4.7500— 3.1875— sw M.15 *002 3.1250— 350 9293 *021 32300— «« 9806 *0.14 70250— .WD -001 32500— 1DO-M -am 7.8100— 475 9903 *007 60500— 99-19 *0.06 3.5500

“ 22 S®
32 3.4375— * -S3 *006 30625

-- 1500 99.75 *0.14 3.3125
-- 99-9' 4O01 B.1000— .WO TO2B *004 7.46S8— ^ 99-25 ^-21 3-1230— 250 9928 *0.09 52S00— 30a iro.12 +0.02 6.2500_ 150 9900 *0.05 6.2250

SJt +V *09.10

,
9,S +2U +10.75

11| -1> +3720as™
"5 *1*a +1303

Bank Ui<00^: 50000 *rtTli'+1«
Bank7>i«B5. 45000 1061*-

UOTW SmMCHTK
Aitiad 7*2 95.

Gar*usee Lux 99.,

tope Ftame 9% 97
wnrid Bade B 96

auei STHAnvm
B3nk vtor Nad Gem 7% 02.„_
BB 8\ Ql.. . - .......

.
.

Bwcte Btotesr Bit 9B___

CANADIAN DOUJOt SmAKHTS
AfljgrtaProrince 10^ 96
Bel Canada 10% 99
British Columbia ID 96.

BB 10% 98 :

Bee de nance 9% 99
FOrt Craft Canada 10 94
Gen Bac Capita! 10 98
WW Int Hn 1001
Moron Tel Td 104. gg

Osier KtotroWran? 1 0>»

Quebec Prov 10% BB

ecu snuNMTs
9 95

BtiAm 9% 98
BFCE 9 99.
Brtttati Tatecom fin 8% 94
gjA7% re 1;
Concfl Euupa fl OlIZIIZZIZ
Craft fonder 8% 04
Craft Local 9 as
OBdlt Lyonnais 9 96—
Cratttanatalt 8% 94
Oaitocto 8k Hn 8% 94^8% 98
ECSC 8 97
gC9% 96m 10 97
Bee de Fiance 8% 99
Euratom 7% 99
Euorima 7% 95
Br-tan Bank Japan 10% 95
Faro dd Etrtioi, 98

Meta on
nee me
100 +%

1000 108% +1%
750 1061? _%

1000 its +%

1000 105»,
380 113%
500 110%

500 109%
150 113
500 1087,
130 112
275 111%

nnuro m
price mk
% %
"A a

400 112%
500 112%
500 115
150 113%

M 018 M
iss: rz

150 100%
120 100
150 105%

1100 109%
1000 105%
100 103%

108
141 101%

1120 109
1125 109%
200 1061

MM 10% 95
Itaty 10% 00
Japan Dev Bk 8% 97.
fepan Httwayffn 9

1000 116%

300 111%
300 .106%Jto^fcn-ftrokftre TOO .106%

^^t*wik'8% &L.JZZ ’ire&*=== >2S S
a 'M

®8^&S±±r: 2750

BPAmraca 12% 96

Si IbwlW--—Z1

~

sm Aust Govt Hn 9 02.
IMeeer Australia 12 98

MTBg12 96_J!

^1 Oas^t
8
^.

87,

HaHtw 10% 97 ._:nrz
•km*" 7Q% 97

WXrXSEE—
laid Secs 9% 07_

BMCtig oa

100 115%
1000 12%
12S 99%
150 107%

128 "ft
ire 112%
50 106%

300 109%
150 125%

Metro op

ifle ”2
113 *%

109% -%% "4
637 109
100 110

98 At
'

zoo 100%
ire 100%

*4 +1700
*% *66l50
+% *3905
+% +58.10
-% +21.65
+5 +8207
*1% +27.19
+1% +1400

*L
*4S - ,S

+1% +1200
-% +208

ffi 13% 00

IH
~ —

—

153 list A
400 113% +13
200 104% +13
12S 123% +3
lira ii6% *J
250 105 +sSevernJrart n% »ZTZ7SZZ. ire

il i®
NEW SALAMI OOLLAA S1BAHRS
Abbwttoaonal obbT aTBMans
TCie Hn 9% 02.

-—

BMdro on

“S ’*^k
99 +%

Bid Clu BQ« m
3000 111? +,4
«00 109%

SM=

-
'9S9 101 %- 700 1DBU- 2900 100%

- 400 104%
- 3000 103%
- BOO IQS
- 5000 102%
- 1500 103%

= £88 iS
_ 1000 ite*;
_ 5600 102%

1250 112%

S3PUB™
Canon.

“
Casio Camnutar
Pawa Miitaio

25106798 17
2470STO5 10%
04AO97 22%

KDbe Slmi 1V03/96 g

ig§lfe=== fflSS m
Rnm iimbi

— —- 3IVD1/S8 A

18% +6% 1603

J +% 81.33
.,8 +% 24J1

Toyo SasL_!lTrr“
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FLOATING RATE NOTES

INTERNATIONAL CAPITAL MARKETS

franc Collared deals lead a resurgence of issuance
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HARDLY a week goes by without
the launch of several new floating
rate note (PRN) issues, on the belief
that short-term interest rates in the
OS have hit rock-bottom and are set
for an upturn
Last week was no exception as a

batch of European banks (including
Bayerische Landeshank, Dresdner
Bank. Bayerische Vereinsbank. and
Credit Commercial de France) all
launched collared floating rate
deals and helped take the week’s
issuance to more than Slbn.
Bayerische Landesbank and

Dresdner Bank, both triple A-rated
names, launched deals which were
identical save for the amount
raised.

CCF, which has a senior debt rat-

ing of Aa3, launched an issue with

identical terms except for the price,
which at 99.5 (against 99.875 for the
other two) was seen as adequately
reflecting the difference in credit
quality.

Ail four borrowers had the cou-
pon set at six-month Libor less 25
basis points, with a floor of 5 per
cent and a cap of 8 per cent
The previous week's activity In

this sector was dominated by a
widely-praised new FRN issue for
Credit Lyonnais, which was
increased from $ibn to gl.25bn due
to strong demand and provided the
market with a liquid issue.
The big US houses expect to bring

plenty more FRNs (both of the
collared variety, where there is a
minimum and marimmq coupon,
and the “plain vanilla" ordinary

FRN), given that demand remains
strong and that borrowers, gener-
ally banks, are obviously keen to
take advantage of cheaper terms in
the FRN sector as and when they
arise.

The renaissance of the FRN sec-
tor began last summer as market
participants began to wonder
whether US short-term interest
rates had bottomed out. Several
months later, many would argue
that dollar short-term rates are
“treading water”.
Market experts point out that the

resurgence has been led by collared
products, and it is easy to see why.
Last week, six-month dollar Libor
was quoted at 3.5 per cent yet most
of the collared FRNs with 12-year
maturities that were launched last

week had floors of 5 per cent and
caps of 3 per cent Investors have
been focusing on the floor because
they see an immediate pick-up and
can lock into higher returns.

“Investors have barf a good deal
over the last few months - these
have proved very nice transactions

for them," said one UR observer of
the dollar-denominated FRN mar-
ket. In some cases, investors expect
to benefit as the creditworthiness of
borrowers such as US banks
improves.
In the meantime, dealers point

out, caps have shifted down from
about 10 per cent last summer to

around 8 per cent at present,
reflecting the belief that while inter-

est rates may increase, the rise will

not be as fast as previously thought.

NEW INTERNATIONAL BOND ISSUES

US DOLLARS

Sdno Transportation Co(a)$
NGK Inaulatarae#

.
Sumitomo Cement CafcM
MteiMsH OH Ca(cfl<I>

Banco no de la Ptatafl)

Banco del Sud
RepuhSc of Austria?

Stftohu Sactrfc Power CO.
Daldo Steel Co.(s#
Unflaanco

Hoechsi Cap., USA
Rote-Royco Capital

Baywische Landesbank^

Dresdner Bar**

HOT mu. Rnanceftft
Banco Nadonel, Brazil

CredtarsWHSanlwmint
Baser Gujarat, Indafcfltfj

Chubu Electric Power Co.
Bayerische Verelnsbankt

oce
Thai Petrochemical (Cayj(M}§

D-MAHK3

Repubic of Turkay&l)

STEBUNG

Wbolwteh Bu)Mr« Sodetyfrn}*

Banktai Dutch Mtsridpaflties

Abbey NaLTrea&Serwion(4
Royal Bank of Soottandfai)

Affiance & Leicester B/Sfrl#
Britannia Bldg. Soctotyfel#

Fbrteffl#

FRENCH FRANCS

Cn&fl Lyonmtaft

YEN

MMaUbUil OH Co^§
Hantyu Dept Stares®*)

Tatars Standard Co4g)§

Repubic of Katy(q)

Taumtxa and Cafe)§

CANADIAN DOLLARS

Bayerische Vereinabankt

New Zealand

Barque Nationalo da Pais
Barclays O’aaas Capital Cop.

GUILDERS

Royal Ahotd

Amount
m. Maturity

JiX.1997

Jul.1997

JuL1997
Jii.1997

jutifise

JUL1885
Aug,1997

Aug2003
JUL1997

JH1998
Aug2000
M20CO
Aug_2005

Aog.2005

AU&2008
JuL1996

AuglOOS
Aug.1998

Aug2003
Aug.2005

AugJKXB
Aug_2003

Launch
spread bp

100
100

100
100
100R

101.79R

100R

99.5R

100
1000
100.20
ss^ao
99.8750

99.675R

100

99.74C4R
99.6250

100

99J9R
1000
915R
100

EL500 +349 (5V6%-98)
9X02 +505 (4V4%-95)

8319 +49 (6%%-03)

8.500 +420 (41696-961

5.954 +49 (51496-00)

7200 +132 (89696-03)

8.600 +430 (49696-96)

6265 +46 (61496-03)

Book runner

Nomura International

Mkho Europe
Nomura international

Mkfco Europe
GokJmnn Sachs imL

West Merchant Bank
CSFB
UBS
Mkko Europe
Swiss Bank Corp.

CSFB/ Dresdner Bank
Goldman Sachs Inli

Marti Lynch toll.

Kkfcter Peabody fntL

UBS
Merrill Lynch Inti.

Creditanstalt

Mania Lynch Inti.

IBJ international

Menu! Lynch Inti.

CSFB/ Lehman Brothers

Robert Fleming & Co.

Amount
m. Matunty

Yield

Price 96

Launch
spread op

ITALIAN LIRA

Benetton Inti. Naths.(h)$

UBS Finance, Naths.

Softe(u)§

WestLB (Europe)

Bayerische Vereinsbank
Kingdom of Denmaric

ECUS

European Economic Comm.

200bn Juf.1998 4.5 100
250bn Aug.2000 9.25 99.5R 9251
565bn JuJ.1996 425 B8.75R
200bn Aug2005 10 101.875 9.728
200txi Aug-2000 9.65 99.9R a.670

150bn Aug. 1935 8.45 1 00.98 7.901

SO JuL2000 6.75

Swiss Bank Corp.

Deutsche Bank London
Morgan Stanley imj.

Bca-Nazionale del Lavoro

Banca ck Roma
Bca-Commetciale hatena

Morgan Stanley Ire).

Aug2000 10.125 700.7

Bco. Negooos Argemarta

Banesto

Banco Fnartna

50 AUQ2003 7.75 99.898R 7.765 +28 (9'/.%-03) Salomon Brothers trffl.

JuL2003 8.75 102.6

Jun.1987 (TO)

Aug2003 7.75

Apr-2003 8

(al) 9.5

Jun.1997 (bl)

Jun.1907 (el)

JuL1996 01)

Sep^DOO 29 100

Sep2000 21 100
Mar.1998 1.625 100

J42003 5.125 99474R
Sep^OOO 2.125# 100

Aug^003 W 100R
Deal 996 825 99-225R

Aug.1997 6275 9956R
Aug.1997 6275 99.139R

Aug2003 6.75

Samuel Montagu & Co.
7.834 +20 (896-03) Paribas Capita Make*
8.029 440 (896-03) BZW/Sakmon/Warburg
9.657 +13796 (844-17) Goldman Sarts/ UBS

- - Baring Brothers & Co.

NatWast Capital Markets
- - Merrill Lynch Inti.

7.451 +66 (89496-02) CTOdit Lyonais

• - Yamaichi kitL(Europe)

- • Daiwa Europe
- • Nftko Europe

5200 +72 (51496-02) Nonura International

fflAo Europe

Kidder Peabody inti.

6531 +45(69696-9^ Hambros Bank

6503 +45 (89496-96) Swiss Bank Op-
6627 +60 (69456-96) Barclays de Zoete Wedd

6.821 +38 (694%-03) Rabobank Nedoland

Council of Europe 15bn JuL2003 10.1 101.55 9249 > Bco. Negooos Argenurta
World Bank TObn Aug.1998 675 101.15 9.451 - Banesto

ESCUDOS

European Investment Barrie ISbn Aug2000 10.125 100.7 6981 - Banco Fhantia

IRISH POUNDS

European Investment Bank 50 Aug2003 7.75 99.89S1 7.765 +28 (9'A%-03) Salomon Brothers tntL

SWISS FHANCS

Aioka Co.p)*§ 60 Sep.1997 1.3751 100 - - Nkko Bank (SwtzJ
Commerzbank O'seas 300 Aug.2000 25 100 - Swiss Baik Corp.

AlganCo-W** 65 JU.1997 1.125 100 - - Nomura Bank (SwitzJ

Nippon Ceramic Co.(q$* 70 Jil1997 1.125 100 - - Daiwa Secs. BarrictSwtz.)

Kingdom of Belgium^ 200 Aug.2000 -L5 101.75 4206 - Creckt Suisse

Snow Brand MOt Prod.(w)*<^ 200 Aug.1997 1.125 100 - - Swiss Bank Corp-

Euroflnta(c1) 225 Jun2003 5 103.75 4.521 - Credit Suisse

North-East Finance Corp. 150 Aug2003 45 102.5 4.1S9 - UBS
Akebono Brake Ind. Co^f1)*4> 150 Aug.1997 1.125 100 - Nomura Bank (Swrtz.)

Brener Landesbank 100 Sep2003 4.75 101.625 4^44 - Credit Suisse

EtoctricM de France 100 Sep.1908 425 102 3203 - Credit Suisse

Final lama and n~ rJahtn urlosa otocad. TT» ywu avood lovw totewanr gtn^natrt boras at launch tt nioplad fay tho load Runagar. vPnuaia
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Emboob prc»: VI 733. FX: ItOSYrt. W Danomj £10,000 * 2 wsiaraa. Earase pnoh Ytisa FX- 1l0.1V/S. cf Donotn.. SlOdOO + 2 warrants.

Emtom pries Y626. FX 1t0.1V/S. d) Oanona (10,000 + 2 wanann. Enardsa ones: Y1015. FX iQBJW/S. <4 Cantwatafi p«t. Y101S. ColaBia.

sutyacr ® 130K tje. at 103W ban i/IQ/M Mng vyS anrusSy. I) Convarafcn peco: VI2+0. Common pitoK Y1220. Coiofrio, subfoct to tJO+o
nia, > 102% ai> 1/+/B4 being WK odnualy. 14 Oenom.: L5m * 63 mck-ai* warms, worrant price: 1,17.963. CoMfHensl out sMta L21.5+3.
Knock-out la+d: L24J5S. CM BA* L2U73 1 Convwwon once Y1702. FX 72.7ZY/SFr. on 30095 M 10254 tsffkig fay ssm+amMly.
Come. uyoaBiSOK aia. on 30re.es m 1D2% t*ang by HK awn+omuMy. | DwnnJ SFfWXOOO . 200 warrants. 2 wamSits eratoa hetaa to 1

Canwwafamk cnl that* «t DM321-IS. 4 Danonu SmOjOOO * SO warns. Etrardse prOK Y2132. FX 72.+lY/SFt. CMitila on 23/7106 «t I02fv
deoHng by Vj% M>n+annua6y. 0 Plus 5 days aeouad kneraoL m) Block trade rsopanrq of 2126m auichod an Oie/93. PUa 20 days accrued
Intersol Caiman pays 3-monOi Lbor + 0.10751b. n) lorn launched on 245/93 was nr 1 iwnwl 10 FFrUOn. 0) Shod 1st and aid coupons to 20/10193

and 2&7/W iwpecWy. p) Convwwon price: V2122. CsSatto. nriHecf to ISO'S nia. bora 1/KVM at 103% dsdning %% onwMy. q) Fodng: 21/7/

93. 1) Coupon pays 3-mondi Ubor floe raaxbnurn 625%. s) Ring: 20/7/93. 0 Coupon pays 3-month BA's - 03%. neeimp 8J25%, msarwm 10V
u> EsehungsMSa no saWng cavtngs mores at Sip at L2720. PnM itn bom XV7ISG at aujetsd votuo. vj PnCa. tees undisclosed. *4 FtRlnp: ia/7/93.
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142SFr/S. 1) Firwble with ms SflfiOm launched h %yt Plus 116 days acousd mail ari Undstsd subontnand Out. From 12/8/2018 at 5 yao
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60 Sep.1997 1.37W 100 . - Nfcko Bank (Switx)

300 Aug.2000 25 100 - - Swiss Barit Corp.

65 JU.1997 1.125 100 - - Nomura Boik (SwtzJ

70 Jid.1997 1.125 100 - - Daiwa Secs. Barric(SMtz.)

200 Aug.2000 L5 101.75 4.206 . Creckt Suisse

200 Aug.1997 1.125 100 • - Swiss Bank Corp.

225 Juo2003 5 10175 4.521 - Credit Suisse

150 Aug.2003 45 102.5 4.189 - UBS
150 Aug.1997 1.125 100 • - Nomura Bank [Swrtz.)

100 Sep^ooa 4.75 101.625 4,544 - Credit Suisse

100 Sep.1988 4.25 102 1803 - Credit Suisse

“If interest rates go up slowly,

collared floaters will be in vogue,

whereas if rates go up quickly,

'plain vanilla’ FRNs will be in

vogue," said one analyst.

US houses report both retail and
institutional investor interest in col-

lared FRNs, although the interest in

these structured products tends to

come from Switzerland and conti-

nental European investors.

“Given that the outlook for dollar

interest rates is neutral to positive,

one would expect to see more of

these collared deals: problems will

only arise if interest rates rise to

close to 8 per cent, when you won't
expect to see much of a bid for the

paper.” warned one FRN specialist

Sara Webb

RISK AND REWARD

How money purchase

schemes could be

made more attractive
i

j
in a classic final

1^ salary-defined bene-
] scheme, the

employer under-
•swra writes the invest-

ment risk. But in a

W money purchase^ scheme, where the

fa value of the final
teS benefit depends on
how markets behave, the individual

bears the risk.

However, if there were a tech-

nique to limit the risks the individ-

ual has to bear, might money pur-

chase schemes appear more
attractive? Most techniques on the
market involve the gradual shift

out of high-yielding but risky equi-

ties into lower risk, lower yielding

fixed-interest investments as an
individual approaches retirement
But investment managers, sens-

ing the commercial opportunities to

be exploited, have been hard at
work looking for ways to offer

money purchase schemes with the
rewards of equity investment com-
bined with some guarantee of the
final level of benefit to be delivered
S.G. Warburg says it has found a

way to address the problem with a
new product designed for group
money purchase schemes with a
minimum of £500.000 to invest War-
burg concedes that its guarantee is

incapable of ensuring that individu-

als will earn a benefit which bears

any relationship to salary. After all,

even if a lump sum could be guar-

anteed. individuals will remain
dependent on the vagaries of the
annuities market for the land of

benefit stream they can purchase
with their lump sum.
But what it will do. the firm says,

is to offer some guarantees against

stock market collapse. The guaran-

tee consists of a promise that indi-

viduals will earn at least 90 per cent
of the average daily market value of

the units in the pool in each year
they participate. When they retire,

they surrender their units at the

full value on that day. The guaran-

tee means that if equity prices tum-
ble one year, individuals do not
have to surrender the gains they

made in prior years.

Consulting actuaries who help
companies choose pension fund
investment managers are studying

the product closely. Mr Martin
Kemp, associate partner with con-

stilting actuaries Bacon and Wood-
row. said it bears some similarity to

a product launched by several

insurance companies in the 1370s

but abandoned "We are looking at

it to see if the guarantee offered is

worth the price," Mr Kemp said.

Mr GraJbuun Dixon of S.G. War-

burg, who designed the product,

said the reason it is now workable
and affordable has to do with the
advent of a sophisticated market in

over-the-counter derivatives.

Individuals who select the guar-

antee fund purchase units in a pool
For every £100 invested, £99 goes
into the pool while £1 will go into a
special reserve fund. Warburg has
left itself an “out" clause by retain-

ing the ability both to raise the 0.9

per cent management fee charged
on the pool and to increase the pro-

portion of pension contribution

which goes into the reserve.

What makes the product interest-

ing is the way the reserve pool is

invested As pension contributions
are made, managers need to calcu-

late the liabilities - the benefits of

those set to retire - for the next five

years. Roughly 10 per cent of the

reserve pool will be used to buy
over-the-counter put options on the
FTSE which are 10 per cent “out of

the money”. There is an element of

risk because the guarantee the
investor receives is against the
broader market rather than against

the top 100 stocks.

Mr Dixon concedes that the
reserve fund could be vulnerable if

the entire market fell precipitously

but the top 100 stocks outperformed
the broad market However. In pre-

market research going back to 1919

this situation never arose.

Another 80 per cent will be
invested in the equity pool itself, so

the returns to the reserve will

mimic the sums it is guaranteeing.

A further 10 per cent will be used to

purchase options to cover the “out
of the money” portion of the initial

put options.

Mr Dixon calculates that the cost

to Warburg of providing the protec-

tion is roughly 3 per cent to 4 per

cent of the total invested, although
he is more vague about the cost to

the individual.

The cost will reflect, to some
extent, the amount of income effec-

tively surrendered by agreeing to

accept only 90 per cent of the aver-

age market value of equities in any
given year.

Norma Cohen

This announcement appears as a matter of record only.

La Compagnie IBM France

a wholly-owned subsidiary of

International Business Machines Corporation
i

has acquired, through a public exchange offer into IBM Corp.

convertible bonds, more than 98% of the equity of

CGI - Informatique

Lazard Freres et Cie Lehman Brothers

International

acted as financial advisors to IBM in this transaction

June 1993

This announcement appears as a matter of record onjy

CGI - Informatique

More than 98% of the equity of the Company

has been acquired, through a public exchange offer

into IBM Corp. convertible bonds, by

La Compagnie IBM France

a wholly-owned subsidiary of

International Business Machines Corporation

La Compagnie Financiere Edmond de Rothschild Banque

acted as financial advisor to CGI in this transaction

June 1993
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WORLD STOCK MARKETS

CANADA
Sate* Stock Wgb Lon CtonQm

TORONTO

4pm doseMy 16

OuotBOoM in on* tom* muted *

117971 MttUPr $13% 13** 13% -%
7D85D AgrtCCfe SU% 14 14% -

24225 Arena 345 3*0 340
40750 AJtXQEn S20*g 20% 20%
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a a 4.
65 •%

18 •%
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325690 RacoOoBM S2B%
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2000 Power Fin 524%
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,S

Sr*
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I w« Stoek Mtfl law OeasOte

nmrr S7% •7% 7j4*%
qBr~7 $30% 36% %

sa% a* .

266900
1384 r4r*

SI3%
$16% IS

30 29 30
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8713 SwAaro $14 13% 14
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*16 15^8
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20% 20%
I* ! EQ1 ’5^
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S44 a
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|
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J!
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P ^33
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s
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5%
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5%
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7 •%
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IS THISYOUROWN COPY
OF THE FINANCIAL TIMES?

Or do you rely on seeing someone elseV? Every day the FT reports on the topics

that matter to people doing business every day, in and from Europe.

Wc cover the latest European. (J.S. and international news, and analyse the impli-

cations from a European perspective. In fact you’ll find far more than finance in the FT.

No surprise then, that the Financial Times is read by over four times as many-

senior European businessmen and women as any other international newspaper.*

Make sure you’re one of them by getting your own copy of the newspaper
delivered daily to your office. *»« ebks i««i
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510 325 Centred Gbs* 465
1,160 832 Clm Bark 1.1*0
I,870 1.550 CMyodaCbrn— 030
738 490 dbygda Fta & M 098
J.490 23BD OnjbuBPwr 3J30
080 1,150 Cbuspi Pfwnn 1^450
3.1*0 2.190 CMigcta B Powar . 2J00

840
627

; *67 370 .430
I 732 506 Keneka 650
580 35/ tonstnttsu Crap .513

919 Mean Watch - .989 2.790 2,150 Kokuya 2TO0
506 873 910 B25 KanetSD -837

TfO 585 tonics 738
831 574 torosefcoco -728
roe 52* KubatoCorp .— 635

tomag»-Granl -500
790 Date Inc -1.120 Kraabolnd _ 455

1.790 1.130 DaMai 1,550
2J90 1.630 Oad tad ktogyo Bk Z3B0
1.790 1.490 DauchiPTuno __ 1,850
IJOO 638 OaiMntnM -90S
TJ50 093 OaAyo Inc t,T70
735 456 Oaknoufnc 675
573 347 Dal Nippon klk ...523
1.480 IflBO MNppoaPtarnac 1J40
1.760 1.240 DM Mppon Print . 1 JGO
547 340 Dal Mppon Tonre 400
2.150 IJ30 Ookdawa Papar . 1.730
870 808 Dd Tokyo TOM _ 806
7.230 846 Dated Bank 1320
1.710 1J80 DateaKaHe 1.540
1.400 812 Dates Sec 1,340
3,960 2JJ50 Denn/a Japan ... 3J40
730 457 Dowa Hre & Mar . TOO
679 512 DowaMrtngCo .816

MSO 1.100 Snrecorp MSO
1.830 1J6O Brel 1.760
1,240 1,020 EzaMOBco 1.110

4.440 2J50 Fanuc 4J70
759 448 Fute CantlnKSan BOO
2J30 1,880 FUlBank
588 4 20 Ful Qectllc 535
2.800 2,480 M«m 2800
734 085 FUi Fire* Marine .607
422 301 Ful Heavy tod — 3B3
635 488 F^SptnrWig 566
1.060 *75 R«lan 964
1,170 780 Fvjrewa Pfarm .. 1.040
2.440 1J80 FuataTOlkO 1.970
820 502 ftjlsu 7B9
782 370 Fundrewa Bod _ 875

1,180 620 Gaktan 992
1^60 880 GenSaklyu 1.220
740 500 GodoStaW 636
1JOO 1J90 Green DOSS M30
766 380 Gun-0 Ctwmiere 659
746 592 Gun 696

718 497 Hanfeyu Com 698
590 392 Hanatei 0 Rwy - 576
888 522 HasefcO 720
1,450 985 HatoflSafco 1.400
612 444 HazamaCsrp 480
1.030 675 KateiRareEs _ 333
893 570 HtaMokrt 710
fcA20 3JB0 Mtroao Bectrto ._6J3»
790 680 H&ueMma (Bu*) 753
930 670 Mtaere 68*
678 549 MtacM Cabia 812
2J40 1210 HRaridDreta— 2J30
990 760 HtariilKrid 9*8
1,970 1J70 Hitachi Maw*— 1J50
1.170 729 HltaUBMOrii— 1J90
714 3M KkacM Stow ...... 855
646 468 HtHdUZoaen 584
3.110 2.140 HdteldaBaciPu. 3,060
73S 423 HoMcredoTskwh 706
860 689 HotulMj Bank .... 860
3,150 2^60 Hototriui 8 P*r .. 2JQ0
MIO M30 Honda Motor 1J10
551 398 hontau Paper— 601
2390 2,010 Houaa Food tod -2J20
1J6D I^W Hoya ODTO 1.790

3.490 2JOO Kansas Power _2J90
815 389 KeroaiPaflB 551
1J30 1.100 ICao Carp ITOO
*81 323 KsareHi *371 me . 422
445 300 Kreresafo Keen -385
399 173 UwasatoSmef -3*6
802 600 tana Bee tonaa . 7*5
710 490 too TedoS Rw _ BB9
1.110 870 KMaxnan 1,010
2J40 1,638 Ktodan 2JS0
846 8*0 KMdMpptaAreqr 845
1.490 1.130 Idrto Brewery ITOO
374 283 Kobe Steel 334
1.030 734 Koto Mart— 9Z7
2J50 M90 Kotasal Beetne - 2.130

SOS 420 NbgadaEng S33
588 358 ItatoKyodo 541
1.180 603 llkta Sac 1.130
1.080 681 NtanOoro 939
10.900 9J10 Nintendo-.. -9.400

< 6J40 4.270 topenemt Ejnk . S.480
IS50 3S3 teppon Dw*o„ *67
1J30 1.400 N^ponDonoo 1J60

! MW 971 Mppon 8 GUai -1J80
<1.050 701 Nlppcn Easress — 1,020

! 804 540 MpponTOa 773
1679 548 l*OOon FloraMW* . 008

j
2.S40 1.990 NkmanHotto 2.150

I B80 GZ8 Mppootoyata ...877
808 555 MpponLW Mitll 753
1,850 1,483 mppon Mare Pack .1J30
893 579 Mppon 06 810
708 458 mppon Paint 813
878 450 Nippon Paper— 818
1.450 1.130 Mppon Road 1J10
843 378 Mppon Susa — 548
1,400 1.040 Mppon Sharp — ITOO
858 415 Mpp«9*reGbn . 605
1J*0 600 Mppon swnpan - 981
iJSO ITOO Mppon SWiyaku 1,800
1.780 ITOO MownHgnre — 1J90
825 *82 Mppon Soda 574
*20 278 Mppon Stare— 373
549 400 Mppon Sutaui ... 497
21.500 12300 tatanTV tatreta . 20300
IJWD 827JOO NTT 915000
648 365 MooMYsidn 581
871 448 Nippon Vtaen — . 624
708 515 Mppon Aon 810
ITOO 900 Mstenstau Comb. 981
622 310 NtaanDlaare 637
aeo 550 rOaarei Mooor 717

Mta taw juyia iw
83* 430 Trewoka Bactnc . 7*7
758 596 TakaraShao —879
1.390 856 Taiaredimya 1,310
lr*30 1,190 TatadaCIwm .... 1,320
1390 790 TaMba Seiyalai .. 1JM0
510 372
958 841
1370 812

Teqm
Trenta 01 - 891

811 500 ToiGoareChrenM. 70S
630 405 Tobterine Crap _48<
878 550 TobuRNteay —- 809
82b btSO TrataCorp -750
790 530 Tore . -7*2
21JOO 12000 Teho 20JOO
3.400 23*0 TMteai Baa Praa .3.150
ITOO 930 Total Etaek „_ .1000
bbt) 352 Taka) Caban —- 500
960 3*8 Toweo — 820

628 371 KtrefaChanicre 5®
2.450 1300 KurUa Water 2J80
8.370 3.770 Kyocera 6.300
814 338 XyodoSWryo 580
1J20 91B Kyotanj 960
1,100 910 KyomHMita 1,150
3.210 2TO0 Kyushu B Power. 3300

760 549
1.110 740

Don Carp 710
Long Term Credn 1,110

570 378
ITOO 410
995 577
ITOO 7*6

.483
msraChamkad _842
•regard TsuteMd . 978
max — i.i»

3TO0 2TO0 kHoeBBteteOM 3TO0
470 258 EsH ACo 388
2J00 1J10 total 1.780
485 301

.
Witiara Songyd _ *34

559 308 NuzuMotcn 475
6TO 370 Itochu -,,-.570
910 715 [totem roods 896
4J10 3.340 lUVekado *JOO

1,070 790 KaadaCoro 988
840 520 MaktooMWng -730
1.900 IJSO MaMtaOorp 1.720
523 337 Marubeni 491
938 746 Marute Food — 880
1.730 1,030 M8I\d 1 £20
2.150 1.640 MreuchlS&te —1.970
1,450 095 Afahiro El tod 1J00

M’rereaBWk i.oto
MWBKata 2AMO
ATtaBa Retrig 940
itezda Motw Cbrp 400
MeBMBc ITOO
Me#Sreka 895

... Martel Cap 848
2-390 1.800 MkunlCneaCto 2.110
029 371 MmateB 588
495 3t 1 konrata Camara _ 464
ITOO BTO Itaoww Homes _ 1.140
ZJOO 2300 M-UsNBk 2J80
1,120 813 MTBsJB Corp 1.070

M'tteMBec 582
MTdsni Eataa— itoo
IfbWd Goa Cbam . 510
MWil Heavy tod .071
M-bted Kasai 510
Mtoted Malarial* 483
MTtt-Tr Motora _. 770
kTbteaoi itoo

12M
2.2SC ITOO
999 «
625 396
1,150 787
788 590
930

ITOO ITOO Masai Ssnoyp 1,420
ITOO 971 Mtosmn Flour — i.iso
1.190 934 MsaninON geo
502 272 Nhaidn Steal — 435
1,110 880 Ntoreunbo kal 954
498 351 Nteholwal 485
ITOO 790 NWtoBacbic— 1.100
3too 2TO0 raaatoFood zaoo
ITOO 500 NOsuko —..90S
409 343 MHO BoseM 408
MIO 980 NlttO Danko 1,380
2J50 1.410 Nomura Sac 2,080
ITOO 806 Norttaka 973

OdaMJSactoclkay 8*0
Obbsyares-GunU 037

834 443
ITOO 855
5*2 345
749 400
542 370
536 385
850 821
1.100 843
704 510
882 525
014 413
470 308
821 539
ITOO 038

Paper —640
Pe&am . 763M-bbld F

tebted Plates .535
M'bted Rayon ... 425
M-bteil Stare 740
M-aent nuk ij*o

1J4Q 1.190 treoHlIMMui . 1TOO
714 395 Mttttmnl Breton 819

MRsulCO 774
MKtod Eng Ship .418
Wired Fudoaan - ITOO
Wtsre Marina —.904
MRkdMngASni 529
Miaul Otoe Line _ *50
mad Mcbem _ 769
Mitsui Sota S68
MKSUl TostoU 433
WtouiTTSOt ITOO
Mtodoato —90S
MtauniBac 1.640
WjtelknnW0rics 808

788 537
*84 3*7
1.480 9*2
964 771
583 409
480 331
S15 510
874 571
448 319
1,140 710
BS4 605
1.760 ITOO
880 435
1.180 783 ...
1200 2J60 Modlita
734 598 Morinopal
2J5C 1,500 MorfSBH Z320
3,100 2.180 MuratoManutoct 3.170

iteoraig ITOO
fa Pnarm .. 2.8IO

ITOO 801
ITOO 890
1.180 BBS
640 461
360 235
892 500
567 468
630 443
531 331
1.180 745
1,170 570
668

NEC Cop ITOO
NSUnatdatora — 1.140
WK Spark PI14 - ITOO
NMKSpring —.568
MX Crap 311
troKcnp 780
N&t 654
HTKTeia Bearing . 572
Nocid ftdkfted —4*7
Nagacaitea 068
Negate 1.150
Nagoya Ralroad . gas

ITOO ITOO MUHBHHOUK _ 1.000
1J80 1,130 Morel 1TOO
805 645 HWdral 749
850 710 Ntan Cemenl— 858
557 S4 MhonNoon 520
900 870 MtaaPariarttog. 798

848 G58
737 476
1.100 800
547 318
1.110 775 OtaanaCorp 900
968 691 Otanuro-Oanl .. 829
1.310 ITOO Olympus 1,280
U70 964 Omron Carp 1^60
694 512 Dnods Cenwnt - . 5B7
6.150 5.130 OnoPHrarn 5,800
1 TOO 1.040 Omsoid Kanrrena . ITOO
930 800 Orient Coro - 706
3.750 2,180 Ort* Coro 3.610
59* 410 Osaka Gaa 513

823 801 Pants Ocean 710
2.710 1,010 nonear Elec sjao
' 38S Prtma MerePach 540

B99
837

403
527

Henomn

,

ncah.
620

3,400 1,780 Rohm 3TO0
1J20 080 Ftoyre V480
«5o 422 RyeH 629

M?# S522.8**1 ITOO
732 511 Sadden 607
2J70 2370 Santoro 2.470
2570 912 Sanrio 2JJ7D
2A40 1.450 Same Bank £433M10 785 Sawra Gruder 970
489 3*2 Sanyo Bectrlo 480

BappnreBrawa — 1J150
8J30 6TOO Seam - 8J20
1 ITOO 9,100 Sega Em iOTOO
4.500 2.100 Sdbu Rafiway— 4.400
1J80 1J240 Seino Transport ..ITOO
'2° WO SarroFoodSw _ 1.180
1.500 ITOO Saqu — 1 mu
1-^ 075 S^Ownicre 840
1.330 926 SaklredHouae ITOOB® 300 SenreilSro—

S2?-00*” 7-4n
ITOO 826 Shop ITOO

fsapaaetisf-
1JOO ITOO SNaredo
1J70 ITOO StaUBai 1^
BOO 410 ShMAkimHum . 557
416 284 Stows Oenta 367
748 *60 Shorn Sec Wra. 676WB 478 StaM Sangyo ._ 546

®22®»JRrei. 1,100
1.700 1.170 Skylark lt*n
«’ »7 Snow Brand Mto 015
5,100 3TO0 Sony 4J7D
W* 550 Stanley BacMc - 804
6O1 370 SuntaBuBMadBa 529

1.430 ITOO ToMo Maria — ITOO
836 380 Tatajyonw soda _ 500
1.700 1.170 Tokyo (Bardd — itoo
1Jio 920 Tokyo B-casdng _ 1.400
2J70 1,020 Tokyo Dona 2^70
4^sa 2,440 Tu*roBPWr 3350
2J90 1,000 Tokyo Bectron 2340
818 398 Tokyo Bos 540
870 560 Tokyo Rope 783
2J20 2,100 Tokyo Sto« 2TO0
1,030 ITOO Tokyo Style IJSO
795 38S Tokyu Car 730
ITOO 660 Tokyu Cop _9t5
799 350 Tokyu Land 865
1 JIO ITOO TomnCnro 1.480
ITOO 1.000 Tappan Printfeig -1^70
723 S84 Torey kid 644
7T8 056 Toshtaa Beet— 890
1.430 634 ToreftaEngACDnab ITOO
777 605 ToshkaUacMwy 680
908 780 Torewta 000
432 310 Tosoh Corp 385
ITOO ITOO Toto 1«0
88* *40 TayoConainia _ 587
IJ8Q 1,480 Tojcdj rotwn Loom IJSO
640 410 Toyoink 084
902 SS8 ToyoKanstsu 795
3J00 2.800 Tayojatoan—_ 3.140
1.760 ITOO Toyota Motor— 1.030
590 340 ToyoHraUkat — 512
1J7D 745 ToydTst&Skg _ ITOO
4W 317 Toyobo 407
878 437 TSdaBreCMalta.e03
601 380 Tamami - 52

8

Mte taw JriyW

475
436

310
303

UBEInda 427
Ltatfca 388

1,180 706 VlettrfrlVQ 1,110

ITOO 850 Wecoal 1,120

ITOO «5 Yamaha Corp 1.160
975 <56 Yamaha Motor -.858
914 487 rroteddSacurMe .Boo
2JBO 2TOD YamtocSrZL-aaio
1TO0 i.iao ltaaa—hMMwte ijoo
1.510 itoo YamatoKogroT_iTOO
1.120 066 rrerteD Trwanart . ITOO

2^2 J-SS ITOO
ITOO 1TOD Yaohentepan — ITOO
910 711 YaauteFm 833
\&0 8SS Vanda Tst&Otg .980
5W

555
vwui«« Elec 540
VOtoOWro Bee _ 97S

SIS ftNtaM jBaniO- 1.190

2J9
rotahrena Butter. 841
Yondurt Land — 1,190

7.170 720 Yorewtart FYmi 1,100
787 625 YuateCbro—— 718

732 425 Zbxm Crap 8B9

2J4 1J1
7.64 6.15
3J0 1-9S
ia38 7JS
530 2
aTO 6.75
3.78 2.83
230 1.18

3 Z06
5J5 4.69
1.60 OSS
137 095
2J5 219
3JO 1TO
680 2-27
4.10 1.47

1J8 1.05
4TO 2.65
784 S.1S
3.90 284
3J3 Z60
985 60S
880 4.15
3TO 283
1J4 089
2.70 183
682 5JO
8 4-04
730 4J5
2.72 236
482 275
3.75 3.09
288 280

284
Uayne McHreta .. 7.40
Mate Mante— 300
NatAatefltek 1030
MewtatatMHag 487
NowsQxp——8
Man Network— 370
Brandy Ftoaakton-. 228
North BH Peto — 2.82 .

Pacific Dudop _ 487
Pancamnenad „ 1J3
Pasmtnco— . 1.03
Ptorwrind 239
Placer Paemc— 380
PbaortcRas BJo
PtaaataiGoid— 4
OCTRaaourow - 185
RartaoiGaid 3-75
Rodmans Aust — BJO
SABrawiag 385
Santtt 38Q
Sroanoted) 5M
Sana at GwaSa— 83*
StoddandTst —.380
TNT 181
Tdbconi Coro NZ 2J0
Weilaiinara 5.75
Western Wring _688
WsametoHOg — 7.10
WostaredTrore _188
Mtostpac 399
Wooaaida Par 383
Wooteorthc— 282

Mte taw JWylB NJL0

8.45 8.15 Amoy Props 7TO
38TO 27.75 Bank E»U Asia— 34.73.
11.30 880 Camay Pacific 10.10
2880 1880 Qwtan Kong __ 2880
41 32 CMoaUghtT M
43J5 31 CMca Motor 41.75
1980 13.10 CMC Pncillc 1980
20.10 17 CronHoboire —20.10
1* 10 Dairy Ftem hifl .._ 1310:
195 385 Evenjo —__382
4TO 2.92 Groat Eagla 385
21.40 14.70 Glr»
78 64.50 HS8C
1380 880 Kang Luki Dev _ 1180

— 2030
73

rtgh taw July 10
4.1E 3.46
0.00 7M
6TO 388
10.10 880
280 134
38B 285
3J6 280
1.91 1.45
15.12 1288 BHP

2A2
280
088

Amcor — a.18
Anarea* 4.83
^n«te 980
Ashton — —280
ANZOank 387
Auat Gaa Urdu __380
AureNat Inda 188

1480

6080 40 Hang Seng Bank. SO
10J0 685 Harbour Centre _ &TO

3J5 Kenderoon ktv „ 3.87
24.10 14,20 Hendaracai Land .2080
15.10 1370 HK & China Gac _ 1380

WSShantealliBte 090
3480 ZO FMAlrraSn. 31.76
10 IS WBautlC ,1780
17.10 11.70 Mt Lana m an^ ^5 W Realty 6 TVA . 1380

2
2„ WtTetaom ..— 1080

Sl
5
?- i£L HooawteMdoi-*TO

2280 1480 HutddsanWpa -2080
nral

0 I

SEELDbw 1B-10
080 080 Jantoa MO Mb _ 788
S Jl-i

5 Jwria UBh 66
27.40 1980 Jardna Smredc 26.10
1180 8.75 ltowtoon^ta!r_1180

e.T5 Mandarin Oriant-785
gTO 16 Hew Worid Dev _19
25-M Really DevA 2*80
4080 28.70 SHKRT91 87

1\J°
s-g

5 0-7tj
187 snau Sk Mlg _ 185

1%S° S!*D«IV 9JO
J™ HI smOanatattote 4.00
*80 288 Sun hkra Kal Co . 3.4?

Jl'
5 *80 $Mre Pacfflc B -BJ6

Sen !M° Trt0B"Wfc0S« -212180 IS Wharf Haktoiaa 1880
11.00 780 Wtog(Sro^.l08O
13BO 1100 MworktoZlS 1

980 MMklO—H 116985

1993
MM L n*

BTRP
Bora!

2410 1880 SranfiWTO Bank _ 2880
882 502 SamftBPto camanr $95H Sumtacn Catnfcd 442

Sumitomo Crap _ 670
Sumitomo Bad _ 1.790
Sumftana Heavy 480
Sumteoto Ught M <ro
SurdSBto Msrtna ,B50
Scffrema I4ata (»d 344
SradoraitatoNto .1870
SomttWTto Realty 769
Srantorm Tr*8k 1^170
Sredrero dregnuB B05
Sureid Mator .— 816

519 *10
923 990
1850 7B3
517 354
*76 2S7
1830 786
371 256
1,150 631
824 920
1.400 740
830 585
18*0 000

4850 2850 TDK Carp
8ia 998 Tresreonp
2TOD 1881 Tretow Pharm _
920 300 TatygRtnery _

.4.100
-678
-2880
..475

»»
or—_—__ *j8jd

13 40

355
480 4.07
I486 12TO CRA
280 2.02 CtotaxAusI 94?
^.46 180 Carter Holt Hrvy .. 282
a.50
531
380
9.02
1.13
0.72
*.10
lr40

0.70
233
£42
1

2.61

173
1.44

1.76
179
IM
240
7.40

280

7.16
4.42
3
5L8S
0.79

086
382
1.10
080
189

Com Cato Anore" BJQ
wwaMyar 5 05
Creiteco — 3J0
Ccmm Bk Aral -,. 8J2
®«tar— 086
^nwwtaio —088

3vtt

*
i SPSTLB283 Op Awe-Sib 2TO

SEsKa
S5S*,>«- 4»

0.60
1.40
2TO
080
0.70
370
142

. 1540
171

035 ZAO

S2
£3 ^S«'?SS

iro 5SM"«wW- 3TO

i is
™

6JO 4.18 Stole Darby 4.70

Bcunarel

.

SWCAHME

1093

1210 11.10 DBS
13.10 10

-

1280 6JO
OJO 271
342 230
7.15 540
849 840
13 11
340 4.88
1370 845
1080 6.40«8 288
3JO 245
780 aeo

— 11JQ
Prater4 Neeve _ 1280
Panting 1? on
CdjnreiHdrAata .283
HdwPBr — ? rur
Jnaicapa 5.70
SffiWCWp 788
«SC 11.70
oua— sjd
g>»aAlr Fha ...bjo
§**pptaaFroeB .1040
strata TTOcflng — 291

mnstalMiiy nretm

SSMjww - b—
trreta pncta.^anavatatta t tatao*
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FINANCIAL TIMES MONDAY JULY 19 *»
CURRENCIES, money and capital markets

FOREIGN EXCHANGE AND MONEY MARKETS
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USA £520)^

Europe (752).

Horde (114).

REPOLALTD
(torutiiy an tin aama of United Popar MSs)

US$100000,000 Roofing Rate Notes Due 1995

NafioB is hereby grvan that Hie Rate of Interest has been fixed at

355% and that the interest payable on the relevant Interest Payment
Date January 19, 1993 against Coupon No. 8 in respect of

UStl 00,000 nominal of Ihe Nates wfl be USS1 ,86556.

July 19, 1993L London
By; CSbank. NA (hsuer Services), Agent Bank OTIBANKa
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Weekly Stockmarket

Magazine

— ^ ^ rwvr^iinfWThL^ S traleri 90.791 (Pound Steriind and 9454 (Local); Now8cPac30. 1988 = 139.85 jUS $ tndax),

Bass values: Dec 31, 1986 = 1(tt GdflhSaSacha &Ca and NatWest Socuittes Umitod. 1887

^uUlSuif^SlSnBKHry & Co' ^anc^ Wbdwa1hs (Austria). Wetfan:

Drintaekami Rnwwtor (Austria).
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AMERICANS

,

*ras MwEctfnge grass
Abbott labs ml -n
MaoiwvttW f fiiap -13

FINANCIAL TIMES MONDAY
JULY 19 1993

BUILDING MATERIALS - Coot

LONDON SHARE SERVICE

CONTRACTING A CONSTRUCTION - Cont ENOmEERfNCrGENERAL - ConL

Bawunalca. ... *HdWMW- 61

W

Wflasntte 38
BtSSoottl 37*

a

BeHetanSaxt ¥ l2J|id

DMflaodS

mid
ftMjAWr

30c
Sc HrfeJeJU

SUB MtJbSbOs

SUB FaMyAdh
S1JS FeUyAdh
SU8 fWnAiMi
8150 MrJeSeDa

aia

Last City

zd the

12J1303 Tamrac.

Notas

_n
- - non Ms

- TrevtaPaWn*

—

- Tutor -

31.1U
5.7 1594 Unfgraup

2551597 Watartoow *
3U - Vflcfca Q

Prtce

127
205

»0
28

«TM Of Oh DMdands US
nt cm. arid

65 - Jriha
15 U7 3.1 Ad F«l»

41 U 03 toJd
029 - Ad

Oty
mj . Hag

ids 4170 wntburr
j4.5 4»i nKfiScang
105 4207 Wastport

WVfc Oh Oh OMMnda Is#
Price ctfraa rat eqv. paid id

133 -.7 BJD 13 JanJul 75
8*2 - - -

» -3.4

31 -
118 £7 -
509 -.7 1260

CTC„
Canada Engy
Obsb Manhattan 2iUd
Cfryttr. 31%d
CBtorp — 21/
Made-torn

185 1744 Writey——*tQ
ApJjOcJa 24.12(745

S2B8 FeMjAdh « -

ftgafe U1B21
-

BUSINESS SERVICES
90c OcteApjy 031864« ““ U. p*,33i £

SI28 FtMyftuM 274 2109 ACT! fO
80o ApJyOcJa 193213S «am&«rw

J.
- 23.102141 AhLcndW $

SIM FeMYfaNv 2272184
60s DaMrJeSe 315 - AutmadSsc 4110

SUIO MrJsSaOa 2052306 KT— -4*0

19.4 4325 SfltwiBortn

856 4348 IWuifoo)
7* 1997 Wtnpeyfc *3

- - 9-90 44»
2.1 Apr Jail 29J 4528

ELECTRICALS

- - Brand.
. . BPP

ti2 - BatbeurMR.

KtBbni 2D7!

HwflOTi Into

hgeroto-Read
Loddwed 449,

Mahy Tadmoiogy,.

—

18,

p

ManflLndi 6B5,tt

mSS°&- »
48 led

tffftx. 01*.

PBaaol . 4lWxl
Quaker Oats 46,i«
Quests* 193P

Rep NY 34$d

8244 MrJeSeOe __
S1.10 FeUyAoHu 252410 BUrSEttg $Q
70c JrioJvOc 3053048 BwSaaJ -P

S248 MrJtieOe 205 - MpX-- «Q
3150 MrJeSaOe 2742015 MMalfcngt lO
S2L52 JaApjyOc 352875 MRtfrga*.
34c - 13.12 - Etato Sendee

84C MrJeSeOe 2042538 *¥3
24c FaApJyMv 15 - MAMy

:Sfi

90C IhJeSeOe *5 2919 g*d_-___™lO
8350 MrJeSdJe 1011 - atan&pWAS
70S SeW* 1452979 £+£^=30

,1.7 - Comae. -g
82.12 MueSeOa
29c JaApJ)0c

9130 FtotyAdh

S2M Jakpjyoe

8250 JsfaJyOe

8454 MfcAuMr
FoMyAUMf

_ _ cam Gents.

3043351 CoutaConidrig--

1063418 OKI-—— jj*
105 5161 DartsSarvk* HP
2754740 BWFact— -J
24.1 - Can*Ba

903 -1.0 —
210 125

* 35
94 26
lie -93 95

117*7 U 328
01 46
*3 , 80
709 -109 80
Ita

2D 87
2Zd n? 04
238 -104! 46
70 15
* -1.7 —
102 , £4
in , , £1
42*7 -15 08
* -PR -
43 -104 -
308 05 4JS
7fl 76 15
27 80 -
49 95 -
as 35

219 89 769
01 hOTM 451

n *fcjfe5)e 2953630 ForGBrtnar PQ sm tominrattig
a JyOcJaAO 2253738 toy*-— —*tg « -Zl
- - -1418 rtoog RoUnjon—JO 21ad —

Sara, ftoaood..

SVnnstomBai h
Sun Co.

Texaco.
nmtwamar n

IMbD ¥

I7**d
34Uaf
41 ,w

US West
*«P
31**

2147)1

TKtndogUH 21 Ad
Wtdnpocf 3884ml

-
.n 174.

14
54
1.1

-21
1.7

10
-5
50
34
07
-It

sun
-2«i6 HOBOBoblimn.

sun uueSeOs 1253847 HdmmfmtBdS
SUB JaApJfSa 1053814 HuWiMmpWB ¥
8150 JaflpJyOc 203 5191 Tl==
8151 MvWtvft *J - htocap?.—Tt

—Qtg
8150 MrJeSeDe 554135 W FCod Hacttary-P
SUM MiJeSeOe 205 - John»on Ctawera

8120 MrJeSeDa 454200 *»_ P
28c MrJeSeDe 2754234 WTE 1

_ _ MacOMtrS..

82.14 FDMyAatfc 145 ' - OCW- LJ

— 11*77 - PWW) *9
ApJyOcJa 1154439 P»na=—

r

——

^

38
177

E1S*e

528
71

838
a;
223
943
73
80

SI-22 I*.

81.12 MrJeSeDe
4j _ PrtoePeopta

201 4540 C3*«w »D
nco—i— —

t

REA

45
08

-7.1

-ZJ QBSc
-35 01015

-IB 1033
109

207
-28
-6 278

-4.7

-17
15
105

CANADIANS
W-B6 Orv

Notes Pace £ cIi'wjb grass

AbMEneray V 2p
AmerBarlch 1617p
BTcMontraal— -8 14
Bk Non Sax 1387p

Brecu f 713p
Breakwattr -¥ tip
CailrapBk 1749p
CanPactSe lOTOp
4pcDeb — 43

Otrtxi 9 216p
Edio Bey ¥ 85ip
GuOCan ¥ 2Sfl(utf

HzMhetSU ¥ I2*t

Hudson^ Bay ¥ 184>p
bn pedal 01 ¥ 23ltd
bra — 14*jd
Nora Cora Atom— «6p«d
fitofllgom ¥ 977p
Rent« Can 1«72p
TVXGctd ¥ 29 7p
Toranto-Dom-. ttlfip

Trana Can Pipe ¥ 1098p

-13
09
09
19
05
84

-5.4

15
-16

Jf7
-10
-a
-29
46
-.5
-6.6
06
1.1

OS
-83
29
04

OMdende
pa«

16c Jon Ok
81.12 RMMUNV
81.12 JaApieOc

HeedEnc—
RedancaSec-
RMnU. -3

Last Or BodaiNoian Ji

id One SdvnoKq HP
- - Sartt PfcMad .*
- - SeoaisiBid

£81029 SetanAppS *
300 1017 Sena

60c FeMWWh 3012 - ShwwwJ Comp—

»

8254 floJyOcJa 125 - SketcHay NU
SUB JaAtUyOc 2010 - Tim* Prod* *D
10c - - WamHeward

8152 JaflofluN# 295 1037 ffidpac .-P
32c JaAoJyOc 28.12 - WUhCraup fi|P
04* JflffJd 225 -
2Bc MrJeSeDa 35 -
85c JaiDft -1070 *

- 45 - CHEMICALS
SUB ftpJyOcJa 15.11 -
80c MJeSeOe £10 -

8150 t*Jg£eOe 45 - _ «<*»

40e jaefrJeOs 4J - AfQOH
24c FeApAiMl 2754215 MedUMda—MP
10c JunOec 184 - Antfoum JO

SU8 MrJeSeOe

193
3 —

100 45 125
390 -£B 1258
101 — 45
89 —
133 -15 45
201 -5 £31
280 72

347x1 -25 75
27 -0.6 08

33ffld 115
S*a -8.3

988 -2 145
221 -65 75
93 -1.1 35
207 -45 75
314 -6 85
33-25
23 -85 01

Os DMdencb Lad fiiy AramteAW.-
"f

2? DceSn
1

10.5 1« 1

15 JinOd III iS 3
6.4 Feb Aug 21.9 1830 “8^8-

45 MH«Wi 295 1759 togS?
85 £3WvUB7 295 1888 MoMe.

4 OdApr 18.1 1780
- - 11-89 4323 WcNeyfliO ID
- JanJJ 10.8 1883 W* :rJ,
- Jm Aog S.7 »48 WX

£2 Hot Apr 155 1577
- JunRw 10.5 1910 DadUSA
- - 4-81 1878 Pw*C»A.

35 Oct Jon 155 4041 EteWtaBWr.
35 Oct May 1S3 4348 ™B.--
OlOd-ar -8.1-g^^
- - 8W 6146 RfiW_7

11 Fed Aon 21.8 1424 >**»•«
17 JM 10S 218* AIMSBJj.
- - - 4088 JahnsaiBHKS
- - 4‘61 4901 WWl.

12 Sop Jon 3Q.ll ISIS
1.7 JuiOct 105 2318 W W».
25 NorApr £4 1409 LecBeftlg

22 Oct Kay 203

£1 MqrBov 19.4 6377 .
£0 An Abb 5.7 2908 *»Wldal
- - - 2911 *®!7
4< Dec May 116 2947 Napbajd
72 Mey 15 B3S9 NddaPtB
19 JmJuI 1S.1 _
- - - 1291 PH*P»H

1.8 Oct May 29 3 3090 PWraftiMiOC
- - «« 3180 Pftr

4.4 OclApr

- - - 1257 SWyY
TJ No* Mey 104 BB29 S*w»r

2.7 Jut An 215 3914 I™ 7

1.4 Oct JM
£1 Apr Sep
04 Oct

-• mm Thorpe (flflf).

105 4877 TwhlbaY.

15 3704 (HdareE.

24 5 3749 Mb

ELECTRICITY

- - 12B0 3794 WtinStfea

12 Oct Feb 4.1 3903 IWMesafefin

32 May Nov 295 3812
£3 JenJUl 218 3860

S.7 3808
156 5062
57 3981
— 39M

25 OclApr 153 8012
" 105 4808

245 4033
215 4239
245 4432
6-92 44»
152 4014

22 Feb Aag

2? AprSug

S
NovJun
Jut Dec

15 JanJri
£9 Jan JU

HOTELS A LEISURE Cont
WTC* ON

Price shim «Notes
NUt n W OMfents Ud Oy

No ctnw art ew. pdd *A S»f . nbntn . -y,
qi 22 Jd 245 2CD1 rartiglonL—-—

-

1

{

- - - - 2449 Ratialsn t J

Jan Oct 21.8 2388 fttte W 1

12 Jan 14.12 2332 B iUiHuWa
17 JMJaa 245 2308 Branad^-. fl

7 9 2560 7^pCV«
105 2811 Kronur Ld* ^*1
17 2871 »-Tec Sports

—

24.3 2799 NCMs.
13.1 4788

dr DMlenfe Lad
cor. pdd

15 May Oct 213 2802
17 2809

&r±rr-i
SUpc&Pt-

141 2817 Laflm*e.

132 3183 WgMfe ——-
512 2897 Man lid

295 2884 IMIAlnOimS—
75 2922 MM«1— W

, MayOct 225 2831 QweffAM to
15 Hay Oct 295 2862 9bpGrn —
- - 1200 3098 Patan

May 85 MSmlata— -j
JznJd 215 3178 floated O

£2 Oct Apr

15 -MOW
15 JK>AM
25 AprOd
- JvJol

-MOM

INVESTMENT TRUSTS Cont

vn% nv OMdanUa m
mm PNcech’nBf «*.

70 1.4 0.19

13 *6 3

Lot

-4.1BSH »»» SJ ^ FW*(

^
jS naotnEurFMoeSS

114 4318
244 2637

41 2733

74 4638 -_
- 2BS4 cmP^-—--3js

74 8112 FitBiinowrf'

""""Scra-lg
- JO

Jd

2.4 aa - Apr *5
-5 11.18 1.1 A
-14 ai 30.1 .Ito

**‘® ifiSfc
3a

•sdS
AprOrt 13.2 1837 Ftdrtgn&W
Ort 7.4 4820 Frt«aB« -W

v Mar Sep. M
- _ ffK 3737 ftxiOilOennm—y-l

UMeyflet 2*5 37* Mnan-m « a sin t- 47*jl 258 12 *»W* w* ^TtSTSS in B8>a —
li^Oee 194 3331 7%eCvPl. s ” H i£tarta 112 Oil Warrant- ?® Si •>» *n t*

1.1 Seo Apr 15 B71 RxfWPffj

—

- ftbJd 214 2321 FwaWSmaa_-*a
_ - - 1502 ftrSColUSSpn—
11 MvOct 15 4880 Wamns “H
- JunAog 215 1*7* RendiPrap
- MW 1M 3828 WBnams

245 3814 Resort Hotdi

25 May Oct 285 3386
- OctApr
15 JriRov _ .

32 Jed No* 245 3872 RyanHoWtE.
V JuJM 215 3705 SonyA
25 Apr Sap 1112 2342 SeepyOB
25 Ftt Jot 215 2447 SMdB.

- - - 3TS1 3779 Starter Lets

245 3791

4 Jan Aog 57 38T0
13 Mar Oct 295 3822

£0 Oct Hay 19.4 3889 TMtogQra
1.8 AprOct 4.1 3898 TomcncasU
- - 492

1 8 Ho* Jen TS.4

£7 Apr Oct 57
05 jm iaio

- 5088 Ftateren Ine-

Cap

&0 DitfPI-

109 0.5

150 —
80 -15
30 —
* -1.4

18 -65
HO —
17 —

ia>2 —

ctoCa tt ^
2U 7.6 23*
151 -'2304

4415 76 28B
37J 15 23*
2S4 245 398
4.11 - 18zs
ftlftl -
274 78 4270
050 -46*

ATSMtfMb 1«5 3.7 11*
4J3FeMyAuN» 985 37 1177

414 ' - 1184
27.1 18.1- 38*
685 - 9318
27£11811 2597

205 - -
3745 75-2*1
3385 152 2*8
L2U 1S3 2S37
S2 U2S24
1135 295 25*
42.1 245 47*
757 - 1179
205 295 2831
*7.1 19.4 2929

185 - 2530

411 75*04ml 215 4731
484 - KM

1.1 Jd
35 Sap Apr

757 DeeJm

115 May Nw
45*ApJy0e

357 Sep fab

05S 0

«

6.7My4n(ftft

45 UarOC
356 OctApr

054 Apr

153 IhC

05 Job

252 Apr Oct

358 JinJan
154 Feb

25 May

158 JeOcMr

21.6 4831 WWegdi
194
5J 4110
KL5 4154

1.6 teiDec
15 Feb Aug

ilS
™ INSURANCE BROKERS

- - rsz 1EB3

£2 JanJal 245 2090
35 AagJan _75 4412 miMnS

27.7 43* ar jnwt 233 18

HI § ~b
100* -45
110 —
143 £1
71 id —
70 -1*

55 Nor May 114 1710 ^araPI

15 HbOot tSa«SSL-JO

— — 7*91 1975 tin* cv s
OJ Boa May 295 4386
18 OdUMj 195 488

8

£4 Aug~Jan 215 OT4

* FebOct 4.1 4418

-ttSS z
;| IS UBMdBtw-

11 tei Jet 75 4*4 fcrtlfcUBS
- - - 4499 (lu

15 M Jan 24 5 4504

^ Apr Oct 15 *47

55 Apr

-45
-45
-0.4

-6.4
-£8
-35

195
195
1U
215
200
105

JtM-
1071190 BASF DM-

- BOC

78c FeApAoNr 203 1207 BTP-

3155 JoApJyOc 1.12 - BTRJgoAS-
J8

Bayert

amt-

BANKS
im> oi*

Notes Pda chine net

ABN Amo FI E2D>« -6 05814
Arc AS 183 4 8 020a
Abbav Nafad n 402 -5.0 11

J

ABlMkfatitt 2S8 15044%
Anglo IrtPiE XI 58 01751
Asaair MG la om
Banco BIWjFta.— 615 -551075%
BancoSafflPta £28U -350MJ%
Bk inland C *pza 234 HOWiS
Ba«Lflnrt9K) 350 77 175
Bank Scotland *Q 154^ -.3 457
9‘«pcFf 12S>] 04 9t>%
9VDCPI 133 0* »ti%

Barclays WD 499 >9 15.15
DaUcNKanV 4 1419 £4Qia%
Qeucche UM £300 06 030%

arttnSann £187, 150128c
BarAY 1554 £8 017%

HSBC UK 638 -17 105
HSBC(75p5hs) H 6SB -14 185
Lunds H 587 35 184
Masuasn y.

—

sir, noi7%
WoTstiBkY.— „ E8>3 95 016%
Mtsd TH4 Bk Y 6GB 9.9 017%
Nat fast AS 474 37 Q4SC
Narwtest 602 13 175
Onxnan-- £207 — 0160%
Ryl Bk Scotland fj 51 50 U
sanv— cio«a 13017%
SenwY 1 919 J 4 017%
Standard Gold- 6* 60 205
StmtomoY E14lj -.2017%
Sumitomo T»r ET% 33 017%
TSa <J 1* £6 £4
1*31 Y £9*4 35 018%
Toyn TstSffiiY 602 4 BOISijS
WeapacAS .... 184 3A 018c
YKudargtBkY 4 813 46015>i%

BittahWa.
OM.
7p CrPt'09.

Cfa Cambridge bo S
Boa CanningW *U

JO
Dbi Datdends Ust
cov paid (d .....

I B Sep May 15 1607 Cbemw 4Q
- Jan Jut 26 18* Caatmdda fO

£3 Bay Oct Ji3 5411 Ooda Id
£1 Oct May 15.3 1354 Doete

W*% Dh Oh DMdands Lad
McadYaga net cor. paid

£50 >4 -.1IB2I|* Z2ttOi
232x1 0.7 428 25 Aug

21a -If

2

- - -

£99 1] £30H>4%
8* -25 212

263X1 -25 BL3

1* OHMaC
£119% 15 028%

101 15 7A
238 85 7.IS

-7.1 153
-8.1 75

Notes
GttiaLtfttHKS j
Eaton 8NO 4801]
EataWfflards .fid 46G
London—.——NO 482
Manmb NO 528
Mdhnds fqO 494
Nattonal Powar 361

For Northern Mart
Nameo ,„i

Ptwerfien ffeJ 374 >j -25 108
ScottHydro—-litoa 337 1151

Cv Scctapi Power—fid 317"; 02 17.19

m IS Seaboara HoO 818rt -U 205
,S Souttem fNd 483 -42 195
s’? ra South Wales JiqP 942 -35 2£3m ,«5 Southwestern td 491 -35 205

6S {no YortShlre. fqO 514 -55 2052

vn% Oh Oh OMdende Leaf

25 21* FOOD MANUFACTURING
£8 Mar Oct 18.1 4922

£7 Mar Oct 18.1 CBM tutci
£3 Feb Aug 14.12 4927 faata S rtndi—. t
35 Mar Sip 14.12 48* ST.w
Ii jBkAbo 75 4681 Aaeoe Flatteries

Abwmorate—fO
... R^H Fff J|

as No* 54 M5 «m Bart*(SO ft

WKK Oh
Pries ctYm net ctn
£18 -ft 0059
£00 011%
sail 45
169 -£« 85
139 15 8.1

-5 185
-5 8.19

15 75
05 55
15 135

QtZJ9
60 95

45
15 85
15 1359

92 -15 953
211 -02 S3
18 55 -

Swtmre Scot Inc.Aid

ss=
ZeroDhW

Oh OMdenda Ust CAy SaranoralWa—*
paid ad He ZsraOhPrt

DeifeJeSa 285 1581 6sared Hama -«
- Apr Oct 17.10 - Ben Cons bK_. id

05 Feb Aug BJ 4829 Cup-—.
2.4 M tea 75 1819 StappedPI —

-5}

15 Aprs* 15 l«n GemaaljW 80
- tel te 21.6 2883 Wamrta^
15 DKte 245 2907 SmwW *
1.2 Now May 295 1292 Wans*®
25 Not Hay 19.4 STOJ BUwow i«—
4> FebOct 14.12 Z7B2 BovhtAm Sir* Coe -O
TtMyAaih 7J 3298 GOMtOrieotal -
- te rm* £45 1852 Strategic—KO

15 Jli Apr 245 3738 Gretams BntaJ

15 AprOd 15 3988 Bwnlrtar

15 Hay Ho* W5 «fi?
15 Apr Sep 15 4130 Otaahem Howe.
UUaApjyOc 245 4513 &ayh1ari.

1-90 *21 eraswiorOev.

naairssuESiBKenES)
610 -32 285 35 Mar Oct 18.1

£l Mar Oct 19.4 3118 Hmruua
2.4 iter Oct 18.1 IMS BemSSte

15 JcnJrt 245 1359 QbSEnranl-

a
4> Jon Dec 10.12 30* EDoeOnnlS

£7Jy0cJtoAp 13.7 - Empcan Cotar.
£9 AprOd 30.10 - KafesfeadU)

15 JdDac 245 1380 Hamms
- Apr Sep 153 17* 7pePt

1.1 Dec Jd 185 1742 Mdson— ?)d
-Buy No* 19.4 1462 KoadistDM—
- May Noe 194 - itnHdey Ctwrtcsfl -VO
- (Jet May 155 T754 10 NWD

33 JnDcc 10.12 3221 Upm *
-May 24 5 2345 LrtgfttlS

5.2 Jim 45 5187 BpeCvRdPI

4 Dec Jin 4.7 1084 MTM 13
20 Nov Jua 293 2798 FantoraSKr
20 NovJm 293 2776 Ptvjo ANO
1.9 OetMay 155 3171 Poryair 4

13
14
29
130

81s

817
287
138
3S3
2*8

31

309
8
a

222
£1081]

- Apr
1.7 Fab Aog 24 9 1890
15 FMiAug 5.7 1990
,-*Cr

aw vm ELECTRONICS
1.4 Hey Nor 293 1943
20 May Her 285 19Z7 u—
05 Jm 219 2032 «-
-Jan Dec 30.11 1433 2al'"

839
SB
1*
ISO
«
£18
234
242

S
JinDm 10.12 9290 Storing OM £324*
Jun Doc 10.12 4778 SrtdJfB Smht

“

7a

-ia 145
-20 7a
-.7 4J»
-.9 7a
-28 onto
-1.6 05
£0 85

7%
1.8 85
21 024%
-10 37
-5 275

-a.® 195
-36 753

8%
-8.0 -

OOP]*
1.7 75
05 35

-1.1 028%

Wk% Dh
Pries tonge net

Or Dh OhUaadi Uat cay
net cos. can *d fine

« {g? INSURANCE COMPOSITE
£9UvSrn 18.1 1674 wrk% Hr Oh OMdwto Last

$ Shy Oct 19.4 1*8 HOBS Price totogs net cm. paid ffl

4.1 JuaOd 194 1801 AeouiR EMU 220190% ^MaySsp 305
38 *B 5.1 IOWaSSdM Q £903% 05(1321% -OdMST
£4 AprOd

Oh Dhidanda Last

cov. paid ad•tor* vm-. |MNI MU MB p-U...
180 £2 85 1.9 Jin Aug 2T.B 1632
Tin m A, u, TIE on GbUHl OH

NP

- - 11-91 2043 iSnSX,
—“

12 DaoJd 1M ION Atelral
- - - 2113 sin

rSiM ™ S Attet:
15 Dec JJ 19.4 2278 AimhwL .in
25 MxyNm 29J 2399 sSepOT MilSa
<> Mar (tot 1.2 2*1 KiT
MrJeSeOe 9 3 - jj

2-S 5!! BnimdS —£0 Jd Jm
3.3 Jihi Dec ai *07 $£££ ,

9^0 2843 cuLUftJo a
- JMJrt n.5 2844 ICpP^iT 1

1.3 5mNo* 19A ms Kr3f.“ZiJ
- Apr 29 4 2903 r-y luah
««»!*

,

- »« SSsezizz:
- Od Apr 15.3 2987

1.7 May Hot 29 3 3135 n
1.3 JmOd 14.12 3150 1

-Mar Sep 275 4984
-T

16 Feb
£1 Feb Jul

25 AprOd

-tg

-4flL

95 Jim Dec 10.12 93* Waidto Storeys

.

1.4 JdJm 96 34* WOtgtentBbne—

1 0 Oct May U 3483 YortaWni—
May 12.5 M21 YulaCatto—.

0.4 Feb te 105 3874
30 Dm Jon 10.12 1831
4 Jim Dec 1012 8108

0.1 JmOd t&3 4094 CONGLOMERATES

*0 5

479 04
384 -t.l

2* -15

185
175
759
85

8.7 Jan Dec 10.12 3079

$ JenDec 1012 4818
05 OctApr 155 4320
25 JenOK iai2 5359 ABA*™.--
23 Jon Dec 1012 1383 AmerftteARA-
- Jm Jd 86 4473 BtoyW

£3 Jon Dee 10.12 5347 DriroSe-. r-_
Brierieyam NZS
CSR

-tg

-s

BREWERS & DISTILLERS

Note

Bodtegtan —
Bubnerdtf}
Ban Si Pat td
BunaumM
DevaVsh {JAL 4(0
4i]pcCvP! n

BdridgaPopeA.

—

FcatasAS u

Fuller STA .*
Brand Mel— t3

I8J
75

59Scc Or PI
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-.4 47 29 Jd 21.8 2171 55®*™** S H? T/

058 - Jen 16.11 2209 257 w M
659 13 Feb Aug 215 2230 ~™Bartsn

-tffi
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- .
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055 JdDac
875 Jun Jun
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26% 18% Anroo
37 29 Amat he

111% 112%

28% 28%
8% 8%
15% 15%
16% 16%

3% ^4
19 19

0X0 IX 17 1711 34 32% 327g

(Awn Pram iXQ 28 17 2110 58%
j
Ay*) Cop 13 115 T67a

37% 32 BCE 284 7X 10 1562 35%
7% 5% BET ADA 119 28 9B 44 0%
8% 4%B*nco 0X0 18 7 185 5%
18% 17 Mar Fart 0.40 22 74 18%
29% 18% Mar Hugh 0.46 1.8 83 2029 25*

25% 19%BaMorBc 140 1.7 22 49 2
37% 27% MCvp 1X4 4J 13 328
12% 6MyMlg 950 1818 B*
28% 22%MhtG«E 1X8 17 15 1 DEI 25^
10% 0% Balt Bunco 0X0 13 B 622 9*

0.40 22 74 18%
0.46 1.8 83 2029 25%
140 1.7 22 -49 24

1X4 4J 13 328 29%
950 1818 B%

10% 6% BaRBnhn . .
61% 90 Banc One 1.40 25 16 4231 56% 65% 56%
19 11% BamAdn 10 77 18% 16% 18% +%

28% 20%BanenBIV 1.17 5^ 8 284 22% 22% 22% -%
15 12% BancnCoaH 0X8 8X 8 52 13% 13% 13^4 -%

63% 42%BcrpH»all 1J8 21 101184 45 44% 44% 4%
2% 1% BmcTans 80 119 2 1% 2

50% 44% Bandag he 056 1X 17 181 40% 48% 48% -%
56% 40% BmkAmrtca 1X0 11 10 8304 45% 44% 44% +%
88% 71 BartcBast 5X8 14 3u88% 68 88%
29%20%BuKBOEtn 040 1.7 11 2692 24% 23% 23% -%
*9% 40% BkBlHtaP 3X4 8X 2 49 49 49

62% 50% Bank Haw y 1X0 12 11 a»7 58 57 57 -%
49% 43% BaMiAmA 3X5 IS 109u4fl% 49% 40^
SB TBBMAmB 100 17 16o89% 89 89% +%
79 85% Barton Tr 112 4.1 8 2099 77% 78% 77
30 22% BarcbADR 0X0 11100 28 29 29 20 -%

35% 21% Bad (G A) 0X8 22 15 1481 23% 24% 25% %

S 3H

35 35%
6% 6%
5% 6%
18 18%

25% 25%
23% 24

28% 29

9% 0%
25% 25%
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NEW YORK STOCK EXCHANGE COMPOSITE
Choe

YM. PI Mi On* Pm.
n* « E 100a ugh loo than deoa

.48 15 24 81 13% 13% 13% >%

14% *%
39% -3

cn>ta
wm To. w 50 CM Mr.

Hsu Im Stack Hi 1 E HOi Mgh U* Onto CM
40% 32% BedSM Oka 160 1.7 13 1088 38 37% 37% -%

35 28%Bin*igHy 164 21 34 32 30% »% 30% 4%
99% 49%M Attn 266 4.7 17 4732 57% 50% 56%
14% 9% Mhdus 0.40 27 22 I44u14% 14% 14% 4%
57% 50%BrttS0UKl 27B 49 17 4368 56% 55% 56 t%
49% 38% BeioAHA OXB IX 25 131 49% 46% 46% -1%

27% 21 Berts DXO 24 19 968 22 21% 21% -%
63 S4Banrt43P 4X0 19 zlOO 63% 92% $2%

77% 62% Banal 2X0 1M3 313u77% 7? 76-1%

124 u12 11% 12 +%
25 9% 9% 9% -%
335 US% 9% 9% -%
741011% 11% 11%
123 011% H% 11% +%
189 9% 9% 9%

35% 21% BadfCH) 0X6 22 15 1481 tP
33 29% Barnes ftp 1X0 4X 87 15 317

50% 40BanattBk 144 n 19X170 4fli

8% 5% Bandd 0X0 IX 26 3123 65

10% 4% MM Ml 0X5 OX IB 3975 9>1

24% 25% -%
31 317* -%

45% 48% -%
6% 6% -H
9% 9% -3

. ^ .
BauactiUnh 0X8 IX 16 2076 48% 48% 46*

32% 26% BOO* 1X0 17 14 8147 27% 026% 26% -%
29% Z4% Bay St Gea 1.42 46 13 64 uZ9% 29% 29%

.

25 E2B6Tr1B38 1.72 19 17 24% 24% 24% +%
24% 15% BaorStma 160 26 8 513 23% 33% 23% %

EO 45% BaarStPIA £77 6.6 hOO 49% 40% 48% -%
24% 20% BeoJnga 0X4 3X 74 15 21% ZT% 21%
25% IBVBaatmaoh 0X8 1.7 13 482 22% 21% 21%

STQlS 1.42 48 13 64 u292

12% 7% Acnadaw 140 15 14 488 11% 11% 11% %
9% 6% Acme Beef ZSOnOO Th 7% 7%
24% 18% Acordh 144 20 13 22 22% 22% 22% -%

16 IO%AaHan 13 171 11% 11% 11%
22>4 19% AdanoExcr 146 23 1 31 20% 20% +%
68 45% Ad Hod 3JX) 5.7 128 54 52% 52% -2

32% l7%AdMtaoP 3X013X 98093 2^ 22% 23 -1%

7% 6%AdnatOp 118 27 9 37 5$ 5% 5% +%
24% ISAdwhc 0X8 14 20 15 16% 1B% 18% -%

49% 41% AagonAOR £95 6X 9 136 45% 45% 45% +%
57% 43%A«naLf 270 49145 2280 57% 66% 56% -%

14% 11% Affl A 0X6 IX 32 828 14 13% 14 +%
32% 28Ji Ate 0« U 13 362 29% 29% 29% a%
22% 16%H»»sm 0X8 45 22 3007 10% 19% 19% +%
7% 4 APem he 6 106 4% 4% 4% -%
48% 37% Air FT 01O 0X2 22 16 2204 42% 42% 42% 4%
28% 18% Akin Fit 0X0 1.4 66 1374 22% 21% 21% -%

34% 18% Afegnlnc 42 941134% 33% 34% *%
15% I0%AMW8 1.60 H6 12 49 13% 14% 14% -%
185% 101 AMPW118 8.18 7.8 rlOO 105 IDS 105 *1%
107102% AMD 328C 126 10 iSS 104 104 104

18 12% Alaaka Ak 0X0 IX Z 1030 13% 13 >3

17% 14*4 Atony K 135 21120 214 17 18% 16% -%
a%23%AKUhrB 026 IX 19 147 26% M 26% t%
25% Z1%AKM«-A 0X6 IX 16 57 21% 21% 21% *h
59% 48%AlKRSin 172 1.4 21 1062 53% 52% 62% -%
20% l6%Attan««n 130 1.6 29 3419 18% 18% 18% -%

§
35% Aim Stand (LOS 22 162963 43% 43% 43% *%
19% Atafirown 190 21 5 134 a% 23% 23% -%
SA tint Nat 1X0 17 24 180 27% 28% 28% 4^4

Z3% ITAdaghLod 0.46 24 22 709 20% 19% 20 -%
34% 48% ABagh Paw 3X4 EX 1* 192 64 63% 83% %
46 29 Alai 1.73 4X 11 43% 43% 43%

43% 20% Nun Con 0X4 OX 24 77 44 43% 43% *%
28% 21% Aleoan 040 1.7 14 463 24 23% 23% ,
23% 16% AlncaCap 1X6 25 16 132 20% 20% 20% t%
10% 8% Aflnca 9 US 20 98 9% 9 9
24% 18% AM hah 0X2 19 14 6 23% 23% 23% 4%
70% 67% AH9g MB 1.7 16 3503 66% 67% 68% +%
11% 9% AHMuiTr 0.76 19 158 ull % 1>% 11%
9% 7% AbthcOp 063 7X 401 8% 8% 5%
10% B% AUMnlnc 0.72 7.7 136 9% 9% 9%
10% 6% AtattUnc 0X0 IB 21 10% 10 10%
28% 23 Altai Op 190 10 20 1696 27% 26% 2fl% -%
7% 4% AlHSta 14 361 4% d4% 4%
79% SOAfcoa 1X0 23143 3953 71% 70 70% -1%
47% 23AIaCp A 24 2700 24% 23% 23% -1%
12% 10% AmfiMhc 196 II 166 12 11% 115 +%

B 6% AmPmch 0X4 4.1 19 31 5% 5% 5%
24% 16 Araax 0.40 1.7 9 3700 24% 23% 23% -%

28% iB%BanaoonA
i% ABanowte
14% 11% BenyPstr

48% 32% Best Buy

29% 25% Bah St£
57% 50% Befinm Pt

20% 14% Began) s
62% 44 BOB Lab

14% 9% Bewrfr En

142 IX 12 7 25% 25% 25% %
104 2X 5 609 u1% 1% 1% .

060 4X29 JO 12% 12% 12% -%
231121 «1% 40% 41% -%

2X0 17 30 28% 26% 23% ,
5X0 18 6 56% 58% 56% *%
0X0 21 63791 16% 10% 13% t-%

EO *5% BaarStPIA

24% 20% Baataga
25% iBVBaoananh

lECHnuocy thatwows for ik

Dual 1 Bit 4 Times Oversampling

Digital Filter

near

62% 44 Betz Lab 1.40 29 17 470 47% «% 47% -%

14% 9%flewrt»En 10727828 13% «% 11% -1%

28% 15% Booth O.lOnn -159 m 27g J$

ZTh 21 BhrtngraS 140 1XZ8 1229 22% 21% 22% +%
22% 16% BtackiO 140 1X 24 1937 21% 21% 21% -%
a%24%a«kHPL 1 25 5X 14 17 25% 25% 2^g -%

11 10%BU4«AdV 182 7X 60 10% 10% life +%
9% 8%BWncWnc OXS 9X 280 9% 9 9%
10% lOMockTst 180 7X 369 10% 10% 10% -%

3l5BoefcHOT 100 £8 2i 2112 3ff 35% 39% -Jl

22% 15% BhcUuafc 110 14 27 6660 22% 22% 22% -%

8% 7% BhaCUp 0X0 17 96 6% 8% 6% -%

13% 9% BMChd i 33 12 11% 12 ,

41 33% Boshg 1.00 27 3 $323 37% 37% 37% %
27% 18% BOW Case 0X0 £7 5 1968 22% 22 22 •%

6% 4% MIB3N 106 IB 4 380 6% 7% 6 .
17% 10*4. Both Ban 1X0114 28 841 12 11% 11% -%
24% 12% Bonh 01 U 1X4 7.8 13 693 16% 15% 16

,

29% 17% Bordenhc 1X0 17 10 2687 13% 17% 18 *%
19% 18% Boh Cad 1X5 8X 20 5 18% 16% 16%
107100% BOEtl Ed 6 166 17 4100 101 101 102

24% 19% Bwsor 060 29 8 755 20% 20% 20% -%
18% 13% Brazil Fnd a27 1.6 386 >9% 19% 16% -%
38% 3Z%BnEPi0p 240 6X «l 222 35% 34% 35 -%

66% 46% Bnggi £ S IJ6 27 IS 1305 66% 69% 66% +%
3727X0 eiMaiH 36 SS3 «% 34% 34% -b

67% 53 BrbU M £68 11 18HN92 57% 57 57 -1

49% lOftttfllmv 3X0 85 12 1754 48% 48 48% *%
46% 40% BrttOn £79 13 10 137 44 43% 44 «%
60% 42% BP ADR 1.98 2B147 8146 52% 51% 51% -1%

14% 9%Bewrh)En
28% 15% Bbcrafl O.lO 14
!7% 21 BhrtngraS 140 IX
22% 16% BbckaD 140 IX
28% 24% BWk H PL 126 5.0

11 10%B*t<*A* 182 13
Vi BWncWnc OXS 9X

8% 7% BhaCUp 0X0 17 96

13% 9% BMChd 6 33

41 33% Boshg 1.00 27 8 $323

Z7% 18% Boto Case 0X0 £7 5 1968

6% 4% BdIBlN 106 IB 4 380
17% 10% Both Ban 1X0 in 28 841

19% 16% Bohn Cad

107100% Bosh Ed8

16% 13% Brazil Fnd

39% 3Z%BKPrap
66% 46% Bnggi & S
3727X0 etlrtwlnt

67% 53 BrtaU M
49% 4flftftfUrwy

46% 40% Brtt On
60% 42% BP ADR

101 ioz

a a
34% 35

65% 96%
34% 34%

27% BPPmdhoa £38 16 9 105 28 27% 27%
8% BdtStes) 0X7 24 15 3207 15% 18 15%
67% Br Trtacoi £43 *X 20 463 81 60% 60~»

aSsBnMr&Stvp 0X2 3.9 6 55
75% BiwnFormnS 272 11 16 135

67% 67% Br Teton £43 4X 20 483 61 60% S0~8 -%
415 32% BmaUynU 1X8 4X 15 184 40% 40% +%
33% ;s% Brawn Grp 1.80 6.1 16 241 31% 31% 31% -%
9% 8%BnMn&9vp 0X2 19 6 55 j% B 8% %
68% 75% BiwnFormnS £72 11 16 135 87% 88% 67 -%

28% 24 Browning F 168 25 22 1038 Z7% 27% 27% -%
4% 3% BBT 4 19 3% 3% 3% -%
17% 12% ftimswfck 144 15 30 1760 12% d12% 12% -%
17% IIBmshWM 0X0 1.7 25 232 11% 11% 11% *%
36% 28% Buctom FT 2X0 7.4 10 218 35% 35 35% +%
lBJi 14% BudarW 1X2 12 0 11 16 16 16

15 13% BugerKI 1.48 9.9 17 18 14% 14% 14%
ra 2tP2 Burl Cam IS 10 23% 23% 23% -%

56^ 42 Burl Nadi 1X0 23 16 2044 53% 52% 52* %
51% 36% Buhl Rase 065 1X 20 848 47% 47% 47% +%
20% 15% Burton Pc 1.40 7.3 70 63 19% 19% 19% +%

28% 24 Bra*

4% 3% BBT

35% t%
16

30% 2l%CHhd 148 IX 17 1667 28% 26% »%

3
166% CBS he 1X0 14 18 221 246% 244% 244%
% ccs me o 10 a A A
iCFhcUB HE 911 0 28 H8 116 116

18% CM3 Enarpy 0.48 IX 7 1402 28 2S% 25%
101 B7CKARd 12 285 92 91% 91%
51% 39% CPClJd 1X8 11 14 1705 41% 41% 41%
20% 13% CPI Cop 158 3.7 12 80 15% 15 15%
79% 66% CSX 1X2 22146 1628 70% 60% 70%

21 17C75Corp 140 IX 38 49 u21% 20% 21%
36% 29% CObMMflre 0X8 1.7 10 983 34% 34% 34%
109 74% catewn 30 2103 101 06% 99%
49% 37% Canal Cap 104 22 10 16 47% 47% 47%
z^a 15% CatoCOSO a Iff 07102 ST 22% 22% 22%
24% 8% CadnceOsgn 20 Vff? 13% 12% 13

50^ 37% Caasars an 13 1879 43 42% 42%

28% 26% 2fi%

246% 244^ 244^

2% 2% 2% -%
12% 12% 12% +%
13* 13% 13% •%

24% 8% CailnceOsw

50% 37% Caasas an

3 2 Cal Brat E

ii%CafaanCDn 0.16 1.3 19 767
12% Ca) Fed 1 712
%C9fhoiClG 0.40 22 36 161

1% %CaHon[nc u 4tH ux* *
45% 37% Campbell 5 1.00 25 38 1556 39% 39%
1% ACampBRs 87 3267 1 % 5 -%
17 12% Car Pac 0X2 2X 14 3995 15 14% 14% -%

551 477% Cap Qfle* 120 10 19 235 510 501% 602% -7%
42%34%CapHdd 173 1.7 14 23871)43% 41% 41% -%

15 13% Cpstd 1X6 1X6 17 164 14% 14% 14%
38% 32Cacstd1.fi 1X0 4 6 2100 35 35 35

42*. 35% CapatdMga 3X0 flX 11 419 39% 30% 39% +%
17* II* Catemark 41 931 16% 16% 16%
30 23 Carlisle 168 23 24 72 29* 29% 29%

10% I£%cmto0 18 197 15% Iff* 15%
1% SCanSeoPc 0 J7 ll % % ,
18 11% Carrtna Fr 0X0 1.4 13 SB 14 13% 13% -%

34% zrCaralnaPw 1X4 5.0 13 1148 33 32% 32* %
56% 47% Carpantar 240 4X 26 120 53% 53% 55% ~%
36% 22* CartHWS 133 IX 28 332 27% 27 27% -%
26* 23% Caacda N G 1.42 5A 19 40 28% 26% 26% +%

11 6% CashAmar a05 18 17 375 8% 7* 8 -%

197 15% Iff* Z5%
77 >2 % %
88 14 13% 13%

7H% 535 Campar
10% 6* CH Corn 38 26 7*
32* 27 Cedar Fad 1X5 24 15 535 29%
25% 24% CfftoC&l 1X4 12 Z100 25
20 17% Carnotor 1X0 9X 11 3040 18%

35% 25% Canto Crp 120 OX 17 818 33%
34* 29% Camr Wsn 200 5.9 12 23 34%
26% 23%CanfcLaul 1X2 5 4 13 80 26*
24% 21 CentrMah 1X6 6.6 12 172 23%
28% 20* Cant Nwp 144 1.7 2B 121 25*
25% 22 Csntr VTnd 1.42 5X 15 75 24%
34% 28% Cantr&SW I K 5X 16 3561 32*
33% SBCmtuyU 0X1 1.0 23 445 31%

150 0Xa» 3432 u7B%
38 26 7%

34% 28% CantriSW

33% SBCmuyll ... ...
16% iscowian 16 712 14% 14% 14% %
34% 27% Champion 0X0 0X105 1Q9I 32* K% 32% -%

12 8% Chapanal 0X0 23295 71 9% »% 8* *%
8% 5% Chart Hie 1(33 410 7% 7% 7% -%
51 47%ChacMPF 3X0 19 28 50% 60% 50% +%
38 27% OnsaManh 1.20 17134 3404 32% 32% 32% t%
7% 3% CtousaB 150 305 3% d3 3 -%
12% 10% ChamBkC 170 17 0 352ul2% 12% 12% *%
31% 25% Owned 200 14 20 138011% 31 31% +%
44% 35 Own 8kg 1.32 3X 106276 40% 39% 39* f%
21% 6% Own warn 0X0 23 143331 0% dS% 8%
23% 17%Owopaaka 172 19 38 68 18% 18 18% +%

18 712 14% 14k

26% 26% +%
7* a -%
77% 77* T%

28^ 29 -%
25 23

17% 17* *%
32% 32% -%
34% 34%
28% 26% -%
23% 23% +%aai

Champton 0X0 0X106 1091 32%
Chapanal 0X0 23295 71 9L

ChartWn 193 410 73
OibhMPF 150 19 28 SO1:

ChuaMarh 1.20 17134 3404 32^
CtousaB 150 305 3k

90* 87% Qwmai ISO 4X 11 7013 83%
147% 142 CrtcMhvk 1276 17 9 5 146

102 98CMeMPt 5.00 54 .... _
35% 27 CrthFund 183 25 287 32% 32% 32% *-%

17% lOCrtgudaB 188 as 22714 10% 10% 10%
10% 7* CtaticFtX 51 134 8% 8% 8%
35% 30% Ohs Crrf 0 700u38% 35% 36 A
36 22* Ctibflana J8 21 23% 23% 23% A

47* 31% Oayrtar 180 IX 1111793 46% 45% 45% %
'1% 79% Chubb Coro 1.72 IX 13 3106 B3% 92% 92%
68 56* Ogm Oop 104 5X 14 1263 58 57% 57% %
I* 7* OgnaHI OXOIOX 454 uB* 8% 6%

g
39C8coph £46 5.8 16 29 42% 41% 42% -%

16% Om Ban 180 3X 34 432 23% 22% 23
t* 23* Che 6a 1X6 59 13 424u2B% 28% 26%
1% 16% OflC MUac 0X6 1.5 35 928 24% 24% 24% -%
1% 1% CbwptaO 7 038 3 2* 3 %

8% 18 18%
13% 82 52
146 146 148

18% %
82 -1%

!J00 99% 99% 99%
287 32% 32% 32%

8* 7* agnaHl
43% agatcaph
24% 16% Ctrai BoD

28% 23* Che 6a
29% 16% Oft! Mllac

33a 1%CbHDtoO
33% 29% Opsco
33* 23% Omit Cl

62% 41% OrtutCfc

31* 20% Cheap
27% 25%Qtfcp9.l2

88% 72% CtepPCAil

99% 84 QcpPtSAd

38 27* CQn Ud A
33 28 CQn Ull B

11% 6% tty Matt

17 12% OrtrasSI

39% 19% Clark Equl

42% 42%
22% 23

28% 28%

26% 20% Oayton Hra

9% 7% OamanteG 1X511.4

07% 66% Chw7.56
36* 31% OffvkO

95 63% Child B
55% 44 OcraxCa

1.98 10 14 38 32* 32% 32* -%
108 OX 23 4060 29% 27% 28% +1

25 1834 57 54% B5% -1%
1X0 11 1819046 U31* 31% 31% A
228 14 62 27% 27 27

5X0 IX 301)86% 87% 88 -%
7X0 7.1 3 U99% 99% 99% A

23 404 32% 31% 32
1X2 4.8 14 468 32% 31% 32 A
0X4 9.0 2 878 7% 7 7%-%
110 0.7 17 593 14 13% 14

39 9l5u39% 39 39% A
22 697 55 24% 24* -%

1X511.4 43 Il9% 9% 9% -%
7X8 11 3 82* 92% 92* A
1X0 3X 15 T 50 34% 33* 34 -%
7.40 11 3 91 80% 91
1X0 14 22 1113 54% 53% 63% -1%
130 IX 11 48 25% 26% 25% A26% 21% CM> AM 130 IX 11 48 25% 26% 25k

12* 11% CNAhcana 1.18 9X 52 12% 12% 12*i

20% 12% CDachman 120 IX 11 449 15% 15% 15s
!

18% 9* GoamSa
28% £3% Coastal

«% 37% Coca Crta

15* 11% CocaCCn

140 30 5 293 13% 13% 13%
140 1.6 34 1518 26% 28 26
OXB IX 28189821)44% 44 44%
105 03 70 288 14* 14% 14*

23% 9* CoaurMb 115 17104 1801 22% 21% 21

29% 25% Coteman

67% 52% CrtQrta P
24 4$

1.44 20 18 9350

12% 11% Cohn (nr x 0X3 18 34 12%A 6% CaiartalH 169 7.5 95 9%
7% 6% Cotortal I 172111 54 u7%
8% 7% OatartrtM 164 7.6 123 118%

S% 18% Catunb Ga 232 118 4 4022 22*

48 20% 26% 26%
350 56% 54% 54%
34 12% 12 12%
95 9% 9 9%
54 u7% 7% A
123 118% 8% A

25% lB%OabinbGa 232118 4 4822 22* 21 21% -1%
17% 13% Comoro 128 1.6 8 286 15% 1A 1A A
35% 27%Oom«rta 1.02 14 1 5 1417 30% 30% 30% -%
21% 10% Comhtrfc 0.08 14 14 16 20% 20 20% -%
34* 25* Comm) Mat 0X2 IX 18 248 34% 34% 34% -%
7% 2% Conmodom 01170 3% 3% 3%
28* 25% Cwd£ 1.42 1.43 5X Z100 27% 27% 27%
Z5% 22%OMhElX 1X0 7.7 4 24* 24% 34%
26% 23% CMhBfi.00 200 7.7 3 7 26% 26% 26%

28* 25% QnthE 1.42 1.43 5X ZlOO 27% 27% 27%
Z5% 22* CMC (X 1X0 7.7 4 24* 24% 34%
M% 23% CMhBfi.00 200 7.7 3 7 26% 28% 26%
29% 25% CWthE0237 238 12 10 25* 25* 25*
34% 26% CMbEd£87 2X8 11X 3 25% 25%
29* 23 Common; Ed 1.60 5.7 13 4300 28% 27* 28 -%
13* 9% Curanui Pay 0X8 29 17 1723 12% 12% 12% -%
81% 41% OonpaQCom 1314094 45* 43% 43% -2%
1% % Comprahanj 3 738 1 it 1

31* 20%ComptrA83 114 15 19 3284 29 28% 28% A
64* 70 CocnpIrSd 18 7S0uB5k4 83% 84* A

9 6% ConptrTGp O.IO IX 13 65 7 5* 6% A
31% 2a%Conaat 174 25 28 1758 »% 29% 30
33% 22% ConAgra 0X2 £5 15 2969 25% 34% Z4% A
30% 26% Cameo N6 I.4B 5.1 17 S3 29% 26% 29% A
26% 22% Connect Ell 1X9 5X 14 10 25* 25% 25% A
28% SComofar 7 4588 10% 9% 9* -%
69% 62% CaroEt.K 4.05 BX 3 60 87% 87%

28% 23% CMhBfi.00 200 7.7 3

29% 25% CWthEd237 238 12
34* 26% CMhEd£X7 2X8 112

1% %Canpntnna
31* 20% ComptrAss

84* 70 CompIrSd

28* BCowwPm'
69% 62% CansR.ffi 4.95 BX
37* 31% OomEdio 1X4 5.4 13 2346 36%
7Bfl7%Cbfl*EdPf 5X0 17 13 74%

20% 14% Ora Frolfl 51 708 16 15% 15*
53% 43% Orate a 1X2 3X 21 2291 49% 48% 46%
60% 47% CamM 1.10 20 15 181 64 63% 53*
20% 14% Cora Em 23 733 17% 17 17%
73% 44% Conseco 0.10 02 61000 61* 81% 81%
57% 50% CPwr 4.18 4.1B 7A Z30 56% 55% 56%
97% 86 CPWT7.45 7.45 7X Z10 SB 98 99
99% 87ConP7.ee 7X8 7.9 1 97% 97% 97%
18*4 7% CanMadk: a 490 B 7% 7*
804g 44* ContSk PI 275 7X 28 49% 4A 49%
29% 2BCaiekPIA 2X5 13 24 27% 27* 27%
28% 19% CornBK DXO 25 6 2432 S3% 22* 23%
32% 24* C&m Cap 1X0 11 27 1160 32 31% 31%
11% ACanvHds 104 14 146 10% ia% 10%
11* ll%CanvHPI 1X8 11.3 222 ll%dii% 11*
8% 4% Conan Cam 52 73 4* 4% 4%
1% HCaapwCo* 0 75 19 0
54% 454 CooperM 122 £ff Iff 617 60% 40* SO
39% 21% Casper TM 118 17 18 3315 25* 25% 29%
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Dreams
that circle

the globe
Bob Allen, the chairman of
AT&T, speaks to

Andrew Adonis

A s the scourge of

Europe's state tele-

communications
monopolies. Bob
Allen comes as a

bit of a shock. The chairman of

American Telephone and Tele-

graph, the US telecoms giant

banging at Europe's door, is

mild-mannered to the point of

diffidence, disarmingly quick
to admit past mistakes and
present ignorance.

However, fresh from an
interview with the European
Commission's Jacques Delors -

"President Delors". he calls
him - there was nothing coy
about Mr Allen's presence in

Brussels, and his subsequent

trip to Berlin last week.
"Europe is an important place

for us. We have a lot of invest-

ment here ... If the protective

barriers come down, the oppor-

tunities will be great"
Since taking the helm at

AT&T in 1988, “going global”

has been one of Mr Allen's

chief ambitions. Whatever its

impact on competition over-

seas. the strategy is transform-

ing ATM1

. Ten years ago, the
company had only 60 employ-
ees outside the US; now It has
30,000. For Mr Allen, who spent
the formative years of his

career working his way up
Indiana's Bell company, the
challenge is as much personal
as corporate.

The biggest barrier to Euro-

pean telecommunications com-
petition looks set to fall by
1998. when basic voice tele-

phony will be opened up in

most EC states. But AT&T is

not waiting five years to make
its pitch. As an equipment sup-

plier, it is already competing
strongly in the liberalised

equipment market. It has an
application pending to become
a public operator in the UK
And its ambitious “World-
source" venture, which aims to

provide an integrated global

telecommunications platform
for multinationals, is scouring

Europe for suitable local part-

ners for its launch on the con-

tinent next year.

The backdrop to AT&T's
global ambitions is bitter com-
petition in its long-dis-

tance market at home. But,
insists Mr Allen: “We are not
driven solely by competition in

our home market to go else-

where... What causes us to

look outside the US and to

globalise our business is the

huge investments required,

particularly in information
technology, to stay on the lead-

ing edge. If we can't spread

those investments over a
larger base, then there just

isn't enough growth capacity

in the US (to do so].

“The fundamental heart of

our strategy resides in our
global network." In Europe
“we would tend towards the
partner route”, rather than
towards taking equity stakes
in existing operators”.

Although in public Europe's
leading operators criticise

“unfair" US competition, there

is no shortage of private enthu-

siasm to become one of AT&T’s
Worldsource partners. The fear

is about direct competition
with AT&T at home - many
allege that AT&T's capacity to

shift costs between its divi-

sions will allow it to pick off

the most lucrative parts of

their business one by erne.

Mr Alien's response? “It is

Impossible to cross-subsidise
one business to another when
all of your markets are compet-

itive - well, it's not impossi-

ble... but you may lose your
life in doing so. The competi-
tive discipline in all our busi-

nesses makes it impossible."

He points to AT&T’s 25 busi-

ness units: "If you think any of

them are willing to subsidise

another business or part of it,

then you don't know how moti-

vated they are to be successful.

I defy anybody to come in and
get into our innermost books
and find cross-subsidy."

Might AT&T agree to formal
accounting separation between
its divisions, on a similar basis

to that proposed for BT by
OfteL the UK's telecommunica-

tions regulator? “We do that

today, though we don't report

it publicly in all quarters."
Mr Allen has little time for

his regulator back home, the
Federal Communications Com-
mission. “I And It hard to
believe that, with four major
competitors to AT&T in the

US, we need much regulation."

The FCC could, he says, “virtu-

ally fall away” if its staff “wer-

en’t so interested in protecting

their own jobs".

Mr Allen is adamant that in

Europe regulation is needed to

break the market open. At
what level of competition
should the regulator wither
away? “You need to look at
more than gross market share
[gained by competitors]; you
need to look at market seg-

ments" - but he will not offer

figures for either.

That Europe needs AT&T Mr
Allen has no doubt “As a gen-

eral rule, the development of

telecommunications [in

The Hallelujah

budget plan

‘Europe is an important place for us’

Europe] is trailing the
US... and therein lies one of
the rhflT]p.ngas for the unifica-

tion of the European Commu-
nity. Europe needs a telecom-

munications infrastructure
that is uniform and mod-
em . . . and it probably will not
have such while it has pro-

tected industries."

What of the strategic impor-
tance of national telecommuni-
cations networks? “It’s essen-

tially an arrogant approach for

a government official to say: T
know better how to manage
the telecoms system and to

PERSONAL FILE
1935 8om Missouri; educated

Wabash College, Indiana.

1957 Joined Indiana BeH.

1969 General commercial man-
ager, later vice-president.

Indiana BelL

1978 Business services
vice-president, AT&T, lead-

ing to a succession of

other senior posts.

1986 President and chief oper-

ating officer, AT&T.
1988 Chairman and chief execu-

tive, AT&T,

protect its strategic value' than

to let the marketplace dictate

improvement in this strategic

asset.” He applies that to
Vice-President A1 Gore’s
dreams of a fibre-optic commu-
nications “super highway”
across the US. “Not for a
moment do I want them [the

Clinton administration] to . .

.

do anything other than stand
outside and display a vision

and support for improvement
of the network.”
With its imminent purchase

of a stake in McCaw, the US
cellular company, speculation

is rife as to AT&T’s intentions

to enter local telecommunica-
tions in the US. from which it

was barred at the break-up of

the Bell structure in 1984.

Mr Allen claims the notion is

based on a “misconception" of

the role of cellular communica-
tions. Rather, he cannot under-
stand why US local operators -

the so-called “RBOCs” - are so
anxious to compete in AT&T’s
longdistance market “99 per
cent of our access payments
last year went to the RBOCs;
25 per cent of their revenues,

and in same cases all of their

profits came from us . . . One
wonders why they want to

destroy such a goad business

and get into the other 60 per
cent of the market . . . stimulat-

ing competition [in their mar-
ket] and see their margins and
profits disappear.”

However, with new technol-

ogy and the development of

multi-media - the convergence
of computing, telecoms and the

entertainment industry - the

enforced division of the US
market between operators is

looking anachronistic. Mr
Allen, who barely uses the
word “telephone" these days, is

positioning AT&T as the linch-

pin of new alliances to bring

new products to market “It is

our Intent to make the net-

work adaptable and useable to

all forms Of media.

“It is entirely conceivable we
could offer ‘data warehouses’

for a variety of companies
offering multi-media services,"

he says. “We would do the bill-

ing, servicing the account, for,

say, MGN, Library of Congress,
and so on. That’s not necessar-

ily our vision," he adds hastily:

“we have our own debates
about whether we should
merely be a distributor or
whether we should own the
content; we don’t know any-
thing about making movies,

but we do know something
about delivering them."
Multi-media, however, is

tomorrow's world: in the
shorter term, AT&T sees China
as perhaps its biggest growth

Failure on every front

P
eople are starting to

speak about the trag-

edy of Bosnia in the

past tense. They
express outrage or resignation,

compassion or contempt, but
they speak as if it were aU vir-

tually over. Europe failed, they

say; the United Nations failed;

the Vance-0wen plan is dead;

the Serbs have won. It is terri-

ble for them, and shameful
for us.

They imply that the Serb
military victory - or the joint

Serb-Croat victory and the con-

sequent territorial carve-up of

Bosnia - is leading to a settle-

ment of the conflict Not the
peaceful diplomatic settlement

hoped for from the London
conference; nor the consensual,

settlement laid out in the
bizarre Vanee-Owen plan.
Instead, it is a bloody, messy
and unfair settlement, they
say. But all wars come to an
end eventually, and the end of

this war will at least be a set-

tlement of sorts.

This line of thinking is mis-

taken. The Serbs may be win-
ning a territorial victory. But
we have no reason to suppose
it will produce an end to the
conflict Even If an agreement
Is signed, there will be no basis

for peace, and one way or
another fighting will continue.
This (s because the Serbs'

nationalistic objectives are
designed to exclude any
chance of peace. The atrocities

which have been committed in

the name of an atavistic

national crusade, the slaughter

inflicted on so many tens of

thousands, cannot fail to pro-

voke bloody acts of revenge for

years to come.

There is an axiom which

states that you should never

drive too hard a bargain.

IAN DAVIDSON
on

EUROPE

because it will simply not be
kept by the other side. This is

exactly the kind of bargain
which the Serbs seem to be
trying to drive: a carve-up
which would not just be unfair

to the Moslems, but would give
them a mini-territory which
was vulnerable, cut off and
unviable.

Together these moral and
strategic flaws produce an
inflammable mixture. It will be
made more explosive by the
mass of homeless refugees.

About 3.8m people have been
displaced by the war. The US
State Department calculates
that a complete ethnic
carve-up of Bosnia would
require the resettlement of
1.5m-2m people. Evidence from
the partition of India and
Pakistan in 1947, suggests that

such vast transfers of popula-
tion cannot take place without
massive violence.

In any event, many hundreds
of thousands will remain
homeless refugees. Many will

simply submit. But some of

those whose fate is destitution

will seek revenge. That means
terrorism.

In the Middle East, the

Israelis have saddled them-
selves with a problem they

cannot solve. This is because
they will not make peace with

the Palestinians inside Israel;

nor will they make peace with
the Palestinians outside Israel.

Since the Palestinians refuse to

disappear, there is a continu-

ous low-level conflict It is hard
to believe that the Serbs are
deliberately setting out to imi-

tate the Israelis, but that is the
way it looks.

Some people will shrug their

shoulders. We tried to mediate,
they will say; we offered a
peace process, but we failed. If

they want to go on killing each

other, it’s their funeral It’s not
our problem.*
But it is our problem, for at

least three reasons: refugees,

international recognition and
the role of the United Nations.

European Community policy

is to keep out asylum-seekers,
by sending them back to the

first “safe” country they pass
through. Since all the Commu-
nity’s neighbours are now des-

ignated “safe” countries, this

means that the Community
expects Switzerland, Austria,
the Czech Republic, Poland
and others to deal with
Europe's refugee problem. The
idea that the Community can
shuffle off Europe’s vast and
growing refugee problem
onto smaller and weaker coun-
tries is politically unsustain-
able.

In any case, such a policy

will not work. If a significant

proportion of the 3.8m dis-

placed persons from the former
Yugoslavia tries to get Into the

Community, many will cer-

tainly succeed, logally or ille-

gally. because the pressures
will be irresistible. The war in
the former Yugoslavia inevita-

bly has consequences for us.

We recoiled from the costs of

intervening, so we shall have
to bear the costs of not
intervening.

But suppose the Serbs do cut
a deal with the Croats and the
Moslems, what then? We shall

have to decide whether to

recognise their “settlement". If

we do, we may have to insist

on policing it, to minimise its

injustices and the risks of fur-

ther war. If we don’t, presum-
ably we have to continue sanc-

tions against Serbia. But to
what end, and on what cond-
itions?

The dfiemma is unavoidable.

If we were unable to influence
the war when it was going on,
can we really pretend to Influ-

ence the results when it is

over?

And yet, how can we possi-

bly endorse the Serbs' war of

conquest? How can we even
allow them to remain in the

UN, when they have flagrantly

offended, both against the
organisation and against its

basic principles?.

And so to the UN. Experts
debate whether the interna-
tional community really can

claim a new “right of interfer-

ence”, overriding national sov-

ereignty in the name of Higher

values.

The political facts, as seen in
Bosnia and Somalia, are three-
fold: no nation state, from Italy

to the US, is prepared to sub-
mit to UN authority; every
interventionist has a different

policy, and none of them has
an interventionist policy worth
tuppence. The rest is just legal-

istic scratching.

* The Carnegie Endowment has
republished its 1923 Inquiry
into the Balkan Wars of 1912 &
1913, with on introduction by
George Kerman.

prospect. Like all equipment
suppliers and operators, Mr
Allen is daunted by the Olym-
pian scale of the Chinese mar-

ket. Earlier this year AT&T
signed a memorandum of
understanding which it hopes
win lead to orders and joint

ventures. “There are sure

going to be bumps on the road;

but we are going to try and see

it through.

“One of the dreams here," he
says of AT&Ts Chinese
exploits, “is that we have an
opportunity to bring new lev-

els of information-sharing that

few other countries have. It’s

not something I talk about
much," he adds, “because
shareholders want returns,
customers want to be served,

but when you step away horn
the dally grind ... it does give

you a sense of purpose with a
higher ideal than returns."

So AT&T is the west’s Trojan

horse in China, it remains to

be semi whether Europe is as
receptive to Mr Allen's offer-

ings.

T
he "spin doctors

responsible for selling

President Bill Clin-

ton's economic plan

are distributing a strategy

paper entitled. Hallelujah:

change is coining. Perplexed

that the plan's approval rat-

ings have plunged since its

unveiling in February, they are

urging officials to ignore the

details and simply proclaim

the good news that a coura-

geous president is at last tak-

ing tough fiscal decisions. But

are the cries of hallelujah justi-

fied or Is Clintonomics one of

those phoney religions that

will not deliver on its prom-

ises?

As congressional leaders

begin Haggling over the final

shape of the plan, the first Illu-

sion to dispel is that it offers

change in auy meaningful
sense. The one novel element

in the original plan was the

broad-based tax on energy that

was slated to raise $70bn over

five years. This was hardly
onerous as it represented an
annual tax equivalent to only

about 0.2 per cent of gross

domestic product or about a

fortieth of total federal tax

receipts. Yet it proved too

much for senators from energy

states who substituted a feeble

LS cents per gallon fuels tax

that would raise only $20bn.

Hopes of introducing a seri-

ous energy tax have now all

but evaporated. The Senate's
fuels tax is regarded as the

outer envelope of what is polit-

ically possible and many Dem-
ocrats would prefer no tax on
energy at alL That way. the

argument runs. Mr Clinton

could send a clear message to

the electorate: that he is rais-

ing taxes only on corporations

and the wealthy and thus is

sticking by his campaign
pledge not to impose new taxes

on the bulk of “middle income"
families.

Scaling back or dropping the

energy tax leaves a hole in the

Clmton plan because negotia-

tors from the House of Repre-
sentatives are determined to

reinstate measures favouring
poor families, such as tax-fa-

voured urban “empowerment"
zones, that were axed by the

Senate in June. Yet the dis-

Ofbroking and jobbing the Pelikan's fond.

See how sweetly he puts your word onto bond.
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JOTTER PAD

CROSSWORD
No.8,205 Set by DANTE

DOWN
2 Sort of stall tor the frisky

carthorse (9)

3 Can get upset about chemimii
(5)

4 Her charges are usually small
C9)

5 Be in suspense (5)

6 Lady dines out, showing glut-

tony perhaps? (6,3)

7 Major eastern state of US (5)
8 Soldier's stood up girl and

married woman, in Italy (7)

9 It's silly to get involved in an
endless dispute (6)

15 Italian sympathy is pleasant
to os (9)

17 Craft association?
18 By which the fisherman's

catch is measured? (3,6)

19 He backs Poles in track
appearance (7)

21 A fair way out on Sunday
excursion (6)

23 They may be game to take the
helm, we hear (5)

24 Has a meal in readiness (5)
26 Girt whose first date is a fool

(5)

The solution to last Saturday’s prize puzzle will be published
with names of winners on Saturday July 31.

ACROSS
i Feathers tipped in blue
(4A3.5)

10 Bird without a bill is silent (5)

11 It's significant, given real
interpretation (9)

12 Quietly withdraw and go
before the others CD

13 Outstanding work in architec-

ture (7)

14 Sticky appointments? (5)

16 Land a hole in one, with a
filimav (9)

19 Broken compass I'd discon-
nected (9)

20 Cash registers? (5)

22 A plot that should ultimately

bear fruit (7)
25 One of many carried by the

caddy (34)

27 Coastline irregular in parts

(9)

28 He may be said to have got
the message (5)

29 The burden of guilt (14)

MICHAEL PROWSE
on

AMERICA

pate, while serious, is a second

order issue. The crucial point

is that the Clinton plan was

never a sharp break from the

past.

The $5Q0bn in deficit "cuts"

over five years sound impres-

sive only because they are

measured relative to a steeply

rising "baseline” that assumes
programmes are automatically

adjusted for inflation, growth

of client populations and so

forth. On White House projec-

tions, the structural deficit -

the deficit adjusted for the eco-

nomic cycle - will be about 3

per cent of GDP in 199S,

roughly the same as in the late

1980s. Over the next five years

the federal debt is set to rise by
another $i.2bn - hardly an
exercise in austerity.

Allowing for Inflation, the

package is roughly the same
size as Republican efforts at

fiscal consolidation, such as

President George Bush's much
maligned 1990 budget accord

with Congress and the original

1985 Gramm Rudman deficit

reduction act. Indeed, the
impact of the Clinton plan in

the first two years (which is all

that really matters since such
deals are always renegotiated

as economic conditions
change) is similar to that of

the Bush plan. Neither control

non-defence expenditure: the
expected annual increases are

7 per cent under Clinton as
opposed to 9 per cent under
Bush. They raise similar
amrnmhi of revenue, the main
difference being that Half of

the new Bush faras were gar-

nered from a broad increase in

excise taxes.

To transform the budget out-

look, Mr Clinton needs either

to impose an effective curb bn

the growth of “entitlement"

spending or to raise taxes sub-,

stantially on all sections of the

population. He is not willing to

do either. Even if the health-

care reform due in September'

is relatively bold. Congress, is

likely to baulk at measures

that really bite, such as ration-

ing of high-tech equipment

Nobody expects serious cuts in

federal pensions, the other big

entitlement programme.

On the revenue side. Mr
Clinton is dangerously, reliant

on tax increases on the l per

cent or so of families with

incomes of $200,000 or more. If

the energy tax disappears, up

to three-quarters of the--

Increase in federal revenue ,

may be sought from the

wealthy. The plan is to raise,.

tqypq on the rich by about a

fifth over five years while hold-

ing increases on other income'

classes to 2 per cent or less.

This is seen as a just retribu-

tion for the greedy 1930s when,

the rich gained at the expense

of the rest of society.

In fact, deep cuts in top mar-

ginal tax rates under President

Ronald Reagan were associated

with a sharp increase in the -

share of federal taxes paid by -

the rich. Since the Increase in

the top rate from 28 per cent to

31 per cent in 1990, tax receipts-.'

from the wealthy have fallen-

in absolute terms. Like it or"

not, the rich will always enjoy

considerable discretion over

how hard they work and, more;
important how much of their

income they declare for tax

purposes.

There can be no certainty
that jacking up marginal lax.

rates from 31 per cent to 40 per

cent or more will raise large

additional sums from this fis-
.

cally-sophisticated group. In

this respect, the Clinton plan is

even less plausible than previ-

ous Republican attempts to

reduce the deficit IT the econ-

omy strengthens markedly in

the next two years, the deficit

could fell faster than expected -

for cyclical reasons. But it

would be a temporary reprieve

as nothing has yet been done
to correct the adverse longer-

.

term trends. The hallelujahs

are premature.
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